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643rd Meeting of the Health Services Cost Review Commission
June 10, 2026

(The Commission will begin in public session at 12:00 pm for the purpose of, upon motion and
approval, adjourning into closed session. The open session will resume at 1:00 pm)

CLOSED SESSION
12:00 pm

1. Update on Administration of Model - Authority General Provisions Article, §3-103 and §3-104

PUBLIC MEETING
1:00 pm

1. Review of Minutes from the Public and Closed Meetings on May 13, 2026

Specific Matters
For the purpose of public notice, here is the docket status.
Docket Status — Cases Closed

2689N Luminis Health Doctors Community Medical Center
2696A Johns Hopkins Health System
2697A Johns Hopkins Health System

1. Docket Status — Cases Open

2695N TidalHealth Peninsula Regional Medical Center

2670A University of Maryland Medical Center- 2nd Extension Request
2698A Johns Hopkins Health System

2699A University of Maryland Medical Center

2700A University of Maryland Medical Center

2. Final Staff Recommendation Request to Access HSCRC Confidential Data: Johns Hopkins
Center for Population Health IT

3. Final Staff Recommendation Request to Access HSCRC Confidential Data: University of
Maryland, Baltimore

Subjects of General Applicability

4. Report from the Executive Director

a. Policy Calendar Update

The Health Services Cost Rgview Commission is an independent agency of thg State of Maryland
P: 410.764.2605 F: 410.358.6217 4160 Patterson Avenue | Baltimore, MD 21215 hscrc.maryland.gov



Final Recommendation: Update Factor - FY27

Final Recommendation: Health Outcomes Payment Effort
7. Final Recommendation: CRISP HIE Funding - FY27
8. Final Recommendation: Inpatient Length of Stay
9. Draft Recommendation: Global Budget Carve Out

10. Hearing and Meeting Schedule
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As an advance notice for next month's commission meeting, the meeting originally
scheduled for July 8, 2026, has been rescheduled to Wednesday, July 22, 2026.

kkkkkkkkkkkkkkkhkihhkik kkkkkhkkkhkikkkkkkk





















































































































































































































































mailto:hscrc.payment@maryland.gov













































https://www.marylandhbe.com/wp-content/uploads/2025/08/2026-State-Subsidy-and-Reinsurance-Parameters-8-18-25.pdf
https://www.marylandhbe.com/wp-content/uploads/2025/08/2026-State-Subsidy-and-Reinsurance-Parameters-8-18-25.pdf
https://www.marylandhbe.com/wp-content/uploads/2026/05/Executive-Report_-as-of-04302026.pdf









https://hscrc.maryland.gov/Pages/ahead-model.aspx
https://www.cms.gov/files/document/2027-announcement.pdf












https://www.medpac.gov/wp-content/uploads/2025/02/02102025_MA_PD-AN-CY-2026_MedPAC_COMMENT_v2_SEC.pdf
https://www.medpac.gov/wp-content/uploads/2025/02/02102025_MA_PD-AN-CY-2026_MedPAC_COMMENT_v2_SEC.pdf
































































































https://mgaleg.maryland.gov/meeting_material/2026/app%20-%20134133938998942881%20-%20Combined%20H.R.1%20Briefing%20Materials%20-%20Jan.%2020.pdf
https://www.kff.org/uninsured/how-will-the-2025-reconciliation-law-affect-the-uninsured-rate-in-each-state/
https://www.rand.org/pubs/research_reports/RRA4098-1.html



https://www.marylandhbe.com/news-resources/reports-data/analytics/















https://mgaleg.maryland.gov/meeting_material/2026/app%20-%20134133938998942881%20-%20Combined%20H.R.1%20Briefing%20Materials%20-%20Jan.%2020.pdf















https://humanprogress.org/time-pricing-mark-perrys-latest-chart-of-the-century/
https://www.hmecalliance.com/rising-cost-of-care
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Source: Producer Price Index, Bureau of Labor Statistic
(P)=Preliminary. All months are subject to change 4 months after original publication

(2) Increase Uncompensated Care Funding for Medicaid and Marketplace Changes

With the recent passage of H.R.1, Medicaid is entering a significantly more complex and restrictive
environment that will adversely affect patient coverage. New federal policies will introduce work
requirements, expanded exemption verification processes, biannual renewals, and a shortened
retroactive coverage period. These changes, combined with reductions in Affordable Care Act subsidy
support that are expected to make Marketplace plans unaffordable for millions of individuals, will
increase the number of uninsured patients.

Kaiser Family Foundation projects an estimated 210K people in Maryland may lose Medicaid coverage.
In the Maryland Medicaid Expansion Group alone, 130K people may lose coverage with Anne Arundel
County and Prince George’s County projected to experience impacts of 7% and 16%.

ACA Marketplace enhanced premium tax credits ended on January 1, 2026, which increased premiums
and reduced or eliminated subsidy levels based on income. This already has impacted participation as
the most recent Maryland Health Benefit Exchange data show that enrollment in Maryland Health
Connection declined by 33,000 individuals (a 13% decrease) from the start of the plan year through April
2026, compared to a 4% decline in the prior year. Concurrently, approximately 8,000 enrollees shifted
from gold plans to bronze plans with deductibles as high as $10,000, which significantly increases
exposure to bad debt and charity care in the hospital setting. These trends represent immediate and
measurable impacts on hospital uncompensated care that are occurring now, not in the future. These
changes are also expected to increase hospitals’ costs to collect. We are projecting another $1.3m of
costs related to Medicaid enrollment efforts starting January 1, 2027.

Given the magnitude and uncertainty of these anticipated changes, it is critical that the HSCRC establish
an appropriate funding base in 2026 that reflects the future costs of delivering care and maintaining
financial stability across Maryland hospitals. Delaying adjustments until 2028 may limit the state's ability
to proactively address rising uncompensated care costs under the current reimbursement framework.
Accordingly, Luminis Health supports MHA’s recommendation to include an additional 0.20% to support
Medicaid enrollment and retention efforts, as well as an additional 0.69% to prospectively account for
expected increases in uncompensated care. We also would like the staff to continue to monitor the
impact of these changes throughout the year given the substantial changes.

(3) Ahead Model Preparation

We appreciate the 0.5% funding for AHEAD that was included in Hospital Global Budgets. Hospitals will
need to operate under dual systems and policies, which will require investment in
people(reimbursement specialists, coders, IT professionals, consultants, etc.), significantly change
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processes (for example, utilization review and coding workflows) and revise and/or deploy new
technology and data infrastructure (for example, building/purchasing new data analytic tools) . We
believe the current funding level does not support the investment cost needed for this new model given
the significant impact in many areas of the organization. Luminis support’s MHA recommendation to
include an additional .10% for AHEAD Model Implementation.

Provide Adequate Demographic Adjustment based on Population Health Projections

Global Budgets need to be appropriately adjusted for age-adjusted population. We historically have
seen inaccurate funding for age adjusted population growth, which is a critical component of yearly
updates when hospitals are under a revenue capped system. There was significant discussion around
demographic adjustment and potential changes to better reflect age adjusted population growth and an
agreement to revisit the work every two years.

The proposed statewide demographic adjustment for rate year 2027 of only 0.12% does not adequately
reflect the expected increase in demand for hospital services based on age adjusted population growth.
We continue to believe there needs to be a better prospective adjustment given the aging population
growth.

At the least, the national payment adjustor recently incorporated into the demographic adjustment
should be spread based on age adjusted population growth rather than the current across the board
adjustment to appropriately recognize the growth differences in the State.

With FY27 being part of the AHEAD model base period, not accurately accounting for population growth
will create a starting point that will be too low and create long term financial challenges.

Health Outcome Payment Effort (“HOPE”)

Luminis Health supports the intent of the HOPE program as articulated in our April 8™, 2026 letter. We
believe before any dollars are withheld from the update factor to fund the HOPE program more detail is
needed regarding how savings will be measured, how clinical interventions will be evaluated and
approved, and what guardrails will be applied to protect the integrity of the Program.

Luminis Health appreciates the thoughtful work of the HSCRC staff in developing the draft
recommendation for the annual update for rate year 2027 and looks forward to continued collaboration
with Commissioners and staff as the final recommendation is considered in June. Given the states
favorable Medicare Total Cost of Care (TCOC) savings performance through CY 2025 and recent United
States Per Capita Cost (USPCC) trend projections, there is adequate room to increase the demographic
and uncompensated care adjustments to account for projected changes in population growth and
Medicaid and other coverage losses due to policy changes. We also request additional funding be
provided for AHEAD model preparation. These adjustments are critical to support operations and long-
term financial stability that will ensure continued access to high quality care for the communities we
serve. Please feel free to reach out to us with any questions.
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Sincerely,

{;«wr@ Tt het—

Kathy Talbot
Vice President of Revenue Strategy and Optimization

CC:

Dr. Joshua Sharfstein, Chairman
Dr. James Elliott, Vice Chair

Jon Blum, Commissioner
Ricardo Johnson, Commissioner
Dr. David Maine, Commissioner
Nicki McCann, Commissioner
Dr. Farzineh Sabi, Commissioner
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May 21, 2026

Dr. Jon Kromm

Executive Director

Health Services Cost Review Commission
4160 Patterson Avenue

Baltimore, Maryland 21215

Dear Executive Director Kromm:

CareFirst Blue Cross Blue Shield appreciates the opportunity to comment on the Draft Annual Update
Factor Recommendation for Fiscal Year 2027. We acknowledge that staff and commissioners have the
responsibility every year to balance affordability for consumers against economic pressure and
uncertainty. Each year, we encourage the Commission to follow its previously agreed upon formulas and
policies; in this particular year, we acknowledge and appreciate that Staff adhered to its designed process.

We understand that the additional inflation support of 0.20% is based on the catch-up inflation
methodology. As expressed in prior comment letters, we disagree with the chosen base year for this
policy. Additionally, in arriving at the 0.20% catch-up inflation, Staff omitted from its calculation the
most recently available data. If Staff included FY 2025 data, the conclusion would have been that
cumulative underfunding did not surpass the threshold for an adjustment, set at 0.25%. The Commission
should recalculate the corridor using the best and most timely data available.

During the May 2026 public meeting, Commission staff shared that Medicare hospital payments per
capita in Maryland outpaced the nation in 2025, growing at a rate of 8.4% compared to the national

growth rate of 7.5%. Particularly as we enter the AHEAD Model, the Commission should prioritize

performance on model savings tests.

We remain concerned about the overall affordability of healthcare for Maryland residents, and the
Commission has an important role to play. The decision on the update factor must strike the balance of
both keeping pace with inflation to put hospitals in a financial position to deliver services to Marylanders
and safeguarding the public from unnecessary costs.

Again, thank you to the Staff for adhering to approved policies and an inclusive stakeholder engagement
process. We appreciate the opportunity to comment.

Sincerely,

ARy L S

Arin D. Foreman

Vice President, Deputy Chief of Staff
CareFirst BlueCross BlueShield

1501 S. Clinton Street

Baltimore, MD 21224

CareFirst BlueCross BlueShield is the shared business name of CareFirst of Maryland, Inc. and Group Hospitalization and Medical Services, Inc. which are independent
licensees of the Blue Cross and Blue Shield Association. The Blue Cross® and Blue Shield® and the Cross and Shield Symbols are registered service marks of the
Blue Cross and Blue Shield Association, an association of independent Blue Cross and Blue Shield Plans.
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250 W. Pratt Street CO™TORATE OFFICE
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May 22, 2026

Jon Kromm, PhD

Executive Director

Health Services Cost Review Commission
4160 Patterson Avenue

Baltimore, MD 21215
RE: UMMS Comment Letter on Draft Staff Recommendation for the FY 2027 Update Factor
Dear Jon:

On behalf of the University of Maryland Medical System (“UMMS”) and its member hospitals, thank you for
the opportunity to submit comments in response to the Health Services Cost Review Commission’s (“HSCRC”
or “the Commission”) Draft Recommendation for the Update Factor for Rate Year 2027. UMMS understands
the core inflation and catchup methodologies that drive the HSCRC’s proposed 3.37% gross inflation allowance
and supports the Maryland Hospital Association’s (“MHA”) request for an additional 0.99% to provide
prospective consideration for (1) the anticipated impact of House Resolution 1 (“H.R.1”") on hospital
uncompensated care costs (“UCC”) and (2) readiness for the Achieving Healthcare Efficiency through
Accountable Design (“AHEAD”) Model. UMMS also supports the MHA’s requests to discontinue the
productivity adjustment for non-GBR hospitals and to continuously monitor both inflation and uncompensated
care in what will surely be a particularly volatile year.

The Maryland Regulatory Model bears the unique burden of ensuring stability for the largest economic driver in
Maryland as the healthcare industry navigates the most significant changes to federal funding in recent memory,
and it must do so in the context of significant economic volatility due to the national and international
landscape. The Comptroller of Maryland’s April 2026 health care industry report effectively summarized the
major uncertainties that the healthcare industry faces over the next few years:

e HSCRC will lose rate-setting authority for Medicare beginning in CY2028.

e AHEAD will reduce federal hospital payments by an estimated $870 million over CY2028-CY2032.

e H.R.1 changes beginning in FY2027 are estimated to trigger coverage loss for 130,000 Marylanders
and are estimated to cut Maryland’s federal Medicaid funding by up to $2.7 billion, representing nearly
20% of Maryland’s current Medicaid budget.

The cost burden of Medicaid coverage and funding cuts falls hardest on hospitals’ operating budgets.
Workforce shortages are persistent in the face of increasing demand for services as the population ages.
Healthcare costs continue to rise, including the costs of workforce, physicians, and drugs/supplies.

The national and international landscapes drive persistent inflationary and economic uncertainty.
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May 22, 2026
Page 2

As the Comptroller of Maryland’s April 2026 healthcare industry report also points out, the Maryland Model
plays a significant role in shaping the economic outlook of the hospital industry, which is a key driver of the
healthcare sector and the State more broadly. The healthcare sector is the State’s largest source of employment,
responsible for 16% of all jobs in Maryland and adding more jobs than any other sector since 2015. In 2025, the
healthcare sector employed 427,000 Marylanders, was one of only four sectors that added jobs vs. the prior
year, added more jobs than the other three growing sectors combined, and injected $23 billion in spending to the
State economy.

As the Commission grapples with consequential issues surrounding AHEAD, H.R.1, and broader economic
uncertainties, the context of our industry’s outsized impact on the lives of Marylanders matters. We rely upon
the Model to provide revenue stability and protection against volatility to allow us to pursue the value-based
goals of reducing cost and improving health outcomes. This sentiment is reflected in our many responses to the
HSCRCs call for input on positioning Maryland for success under the AHEAD Model, where we have
consistently emphasized that hospitals must come from a position of financial stability to maximally engage in
those transformative goals of the Model. UMMS strongly encourages the Commission to focus its efforts to
stabilize the Model in three key areas of volatility that pose significant risk to broader Model goals:

1. Proactively, and prospectively provide funding to address the impact of H.R.1 on uncompensated
care. Hospitals cannot afford to bear the cost burden of this risk while lagged UCC funding
mechanisms take years to catch up, and they should not be asked to do so. UMMS is significantly
concerned that the HSCRC’s approach of (1) conservativism in FY2027 estimates and (2) monitoring,
rather than acting proactively, leaves the hospitals to bear the cost risk of an issue with such a broad
range of potential outcomes.

2. Monitor FY2027 inflationary pressures throughout the year and act proactively as necessary to
address economic and inflationary volatility. The sheer number and variety of negative cost pressures
in the immediate future significantly increases the likelihood that the 3.37% inflation allowance
contemplated by the draft recommendation will underfund actual inflation in FY2027. To the extent that
this shows in the data throughout the year, the Commission should fund it proactively, as it is not in the
State’s best interest to carry any known underfunded inflation forward into the future.

3. Focus Staff efforts on aligning core methodologies with CMMI and transitioning to AHEAD.
UMMS is increasingly concerned with the amount of methodology work required to build a
non-Medicare Regulatory Model, the downside risks of not aligning HSCRC methodologies across
payers on core issues such as carveouts, volume, and quality, and the timeline by which all of this needs
to be accomplished. We encourage Staft to (1) prioritize alignment with, rather than divergence from,
CMMI on core issues such as carveouts, volume, and quality, (2) focus energy on the methodologies that
represent the core building blocks for Commercial and Medicaid rate setting, and (3) expend less time
and effort on introducing new add-on methodologies such as Length of Stay.
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Throughout the progressive iterations of the Total Cost of Care Model since 2014, UMMS has been committed
to driving toward the Model’s value-based goals. We have been a leader in utilizing facility transformations to
redesign care delivery models and expand access to high-value care. We have participated fully in, and made
significant investments toward, the HSCRC’s Care Redesign Programs with a goal of improving outcomes in
the communities we serve. We have committed to being a leader in implementing valid, data-driven efforts to
identify health needs and working in partnership within our communities to address them.

To that end, UMMS does not support ending the CTI policy without paying hospitals for their FY 2025
performance. While we have previously gone on record to address the significant issues within the policy, we
do not believe those issues should negate any positive rewards which were appropriately earned. We have
suggested alternative approaches for dealing with the issues within the CTI policy however, the commission has
since voted to cease the program. Because downside protections have diluted HSCRC'’s ability to pay out
rewards for true, transformative savings, the Commission needs to prioritize a potential glidepath for negatively
impacted hospitals to keep investment levels steady and reduce risk to critical infrastructure needed for AHEAD
performance. We therefore would fully support a set aside in the update factor to fund hospitals and/or systems
who have earned rewards within the CTI program.

It is worth restating that the healthcare industry, and the State more broadly, relies on the Maryland Model to
provide hospitals stability to continuously and sustainably invest in the value-based goals of the Model. This is
true now more than ever, as we find ourselves in incredibly uncertain times. We are unfortunately in the midst
of significant disruption and volatility with the loss of Medicare rate-setting authority, the anticipated impact of
H.R.1, the abrupt discontinuation of Care Redesign Programs, and broader economic realities. In its annual
update factor decision, the Commission has the opportunity to provide stability by addressing multiple drivers
of potential volatility. For this reason, UMMS again offers its support of the recommendations outlined in the
MHA’s comment letter:

1. Monitor inflation throughout the rate year

2. Prospectively adjust the uncompensated care (UCC) provision in rates by 0.69%

3. Provide an additional 0.30% to support hospital readiness for H.R.1 and AHEAD

4. Discontinue the productivity adjustment for non-GBR hospitals

Because we serve so many communities in so many ways, UMMS is deeply invested in the success of the
Maryland Model, and we believe strongly that the Commission must act proactively in the face of such
uncertainty to provide hospitals with the appropriate resources to ensure access for Maryland and achieve the
Model’s value-based goals. Now is the time to safeguard the Model against known sources of volatility risk,
such as H.R.1, the changes in Medicare regulatory oversight, and ongoing economic uncertainty. I cannot
emphasize enough that volatility of this magnitude threatens hospitals’ ability achieve the transformation
envisioned by the Model. UMMS looks forward to collaborating with our State partners to work toward the
broader goal of improving the health of Maryland citizens.
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Sincerely,

i

Alicia Cunningham
Senior Vice President, Corporate Finance & Revenue Advisory Services
University of Maryland Medical System

cc: Joshua Sharfstein, MD Chairman
James Elliott, MD, Vice Chairman
Jonathan Blum, MPP

Ricardo Johnson

David Maine, MD

Nicki McCann, JD

Farzaneh Sabi, MD
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I Foundational Context

 AHEAD is designed to reward prevention of illness and accompanying
unnecessary hospital utilization.

- Taking advantage of this fundamental incentive is critical for success in
meeting the goals of improving health outcomes and reducing costs.

- Feedback from stakeholders on the strengths and weaknesses of

existing initiatives has led to the development of a next generation
framework.
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I HOPE Framework

Care Transformation Initiatives (CTIl) have been eliminated for PY4 and PY5. HOPE is the
replacement, aligned with AHEAD, which furthers the goals of the Model.

Healthcare Outcome Payment Effort
(HOPE)

Offer clarity for hospitals

and others about return on Build on proaress to date Hecome an‘outcome buve Increase the predictability
investments to prevent prog y of payments for planning

iliness and accompanying in CTls and PAU policy of successful projects purposes
utilization

!

Achieving Healthcare Efficiency through Accountable Design (AHEAD)
is designed to reward prevention, reduce unnecessary hospital utilization, and advance coordinated, statewide population
health improvement. The model shifts care beyond hospitals toward prevention, primary care, and community-based services
that address whole-person needs. Payer alignment under AHEAD reduces fragmentation, promotes value-based care, and
supports sustainable cost growth while improving quality and overall population health.

.J,,, maryland
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Il AHEAD Goals Emphasized by HOPE

Shift care upstream to improve outcomes
By investing in earlier, more coordinated interventions HOPE can
reduce avoidable hospital and emergency department use.
Strengthen system sustainability and stability

By lowering avoidable acute care demand HOPE creates a more
predictable operating environment for hospitals and providers.

maryland
ic§ health services

cost review commission



I Two Paths to Participation

Care Transformation Regional and Statewide

Framework (CTF) Initiatives (RSI)

* Maryland Acute Hospitals » Coordinated by non-
hospital organization

* Partner with one or more
Maryland hospitals

* Must have regional scope

maryland )
a health services = 5
b cost review commission



I Key Elements

« Voluntary, Upside-Only
« $50M maximum pay-out for CTF and RSl initiatives require Commission approval

« To qualify for an outcome payment, proposal must include evidence and be
reviewed and approved by a 6-person committee (3 state, 3 external)

« One path for hospitals, alone or with partners

* One path for regional or statewide initiatives

« Additional federal funding may be available for successful efforts through special
provisions in the AHEAD agreement.

AW maryland

k9 health services

cost review commission




I Changes from Draft Recommendation

Shift the implementation and measurement start date from FY27 to FY28.

Provide reasonable flexibility in baseline and measurement periods to
account for variation in initiatives and differing stages of program maturity
across organizations.

In FY27, provide one-time infrastructure funding totaling $25 million,
distributed proportionately based on hospitals’ Global Budget Revenue
(GBR), as well as an additional $25 million in seed funding for proposals
that are qualified under HOPE.

Allow flexibility regarding eligible applicants for Regional and Statewide
Initiatives (RSlIs), including permitting hospitals to serve as applicants when
appropriate.

Sunset High-Value Care Plans (HVCPs) at the conclusion of FY26 following
completion of final reporting requirements.

maryland

ic§ health services

cost review commission
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I Planning Timeline*

CTF

RSI

Final . July — December 2026
Commission J
Vote One-time Infrastructure anuary —
payments in GBRs (July) February 2027 April — May
inali Committee reviews
Flnghze Ongoing o 2027
review applications Noif Onboard .
ittee & operationalization & o _ otify nboarding o
Egg};ﬂ' ee  thodological nglilgatlc?r?:l Seed funding applicants approved Measurement
members g P Available of approval initiatives period start
refinements through
TCOC workgroup
Jun 26 Jul 26 Aug 26 Sept 26 Oct 26 Nov ‘26 Dec 26 Jan 27 Feb 27 Mar ‘27 Apr 27 May ‘27 Jun 27 July 27
Final July — December Applications November - Notify February — Me_asurement
Commission 2026 due in portal December 2026 applicants of March 2027 period start
Vote . ; approval ;
Ongoing Cor_’nm|ttee Sood fundi Onboardc;ng of “May be
Finalize operationalization & reviews eed tunding approve January 2027
§ methodological applications available initiatives
rewew_tt & refinements through
commitiee TCOC workgroup
notify
members
maryland

*Timelines could vary to accommodate specific applicant’s specifications

ic§ health services 8
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I All-Payer Scope & Medicare Inclusion

« Launch HOPE as an all-payer model by FY2028

* Medicare participation is a priority, but implementation will
proceed regardless of CMS timing

» Use case-mix data in FY2028
* [nitial focus on inpatient and ED spending

 Engage Medicaid and commercial payers more deeply
beginning FY2029

« Supports transition of Medicare global budgets under
AHEAD (CY2028)

" .-,.'.f health services | 9
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I Review Process

Review Committee made up of industry and state representatives will
assess proposals to ensure that they:
 Are grounded in a strong evidence base.

« This may be shown by citing peer-reviewed literature, prior evaluations, pilot studies,
established practice standards, or technical assistance supporting the proposed intervention.

« Address a recognized State health priority.

« This may be shown by aligning with the state’s AHEAD PHAP or the State Health
Improvement Plan (SHIP) or other policies established by the Maryland Department of
Health.

« Target a clearly defined population.

» Specify eligibility criteria and defining characteristics of the target population, such as
diagnoses, prior utilization of healthcare services, HCC score, geography, demographics, etc.

« Have a high likelihood of producing measurable impact.

* This may be shown by a clear and well- justified methodology for estimating the impact of the
initiative on health and averted costs.

 Avoid adverse impacts on patient experience or total cost of care.
maryland

ic§ health services

cost review commission
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Stakeholder Comments and HSCRC Responses
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I |mplementation Timeline Comments

Strongly urge delaying HOPE implementation to FY2028 for deliberate
development. (MHA)

Recommends delaying HOPE enroliment to FY2028. (UMMS)
Recommends eliminating HOPE due to unpredictable CTl-based
methodology and the risk to stability during the AHEAD transition.(JHHS)

Reluctant to support HOPE without a resolution to CTl issues. (Luminis
Health)

%:,.,".,"4 health serwces 12
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I Implementation Timeline Response

HSCRC response: Staff appreciate commenters' feedback regarding the proposed
implementation timeline and recognize the competing priorities facing hospitals and
other stakeholders as the State continues its transition to the AHEAD Model. In
response to these concerns, staff recommends delaying HOPE implementation until FY
2028, with an application period beginning in the second half of CY 2026.

This revised timeline will provide additional opportunities for stakeholder engagement,
program refinement, and operational planning. Staff intend to continue refining HOPE
through the TCOC Workgroup during CY 2026 and CY 2027 to ensure that stakeholders
have meaningful opportunities to inform implementation and that the model is
appropriately aligned with broader care transformation and population health goals.

maryland

ic§ health services

cost review commission
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I Sustainable Financial Structure and Fund Allocation Comments

e Strong support for HOPE as a stable funding bridge for successful preventive care programs that are often
discontinued when pilot funding ends. (Abell Foundation)

« Base funding remains consistent to hospitals. (CalvertHealth)

e Supports predictable, multi-year funding to enable long-term infrastructure investment. (Meritus
Health)

» Seeks definitive guidance on near- and long-term funding sources. (MHA)

* Approves of the pre-specified, fixed reward pool but seeks clarity on its impact on annual update
factors. (MedStar Health)

* Advocates for reinvesting savings accrued to the state back into the program to accelerate long-term
gains. (MedStar Health)

 Recommends incorporating $50M of infrastructure payments proportional to GBRs in both FY27 and
FY28 funding to support current interventions during the transition. (UMMS)

* Supports the $50M annual funding cap. (JHHS)

 Forthe FY27 infrastructure funding, funds should be allocated to hospitals that achieved gross shared
savings in CTls and committed to future HOPE participation, rather than allocating by market share.
(MedStar Health)

maryland

ic§ health services
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I Sustainable Financial Structure and Fund Allocation Response

HSCRC response: Staff agree with commenters that funding should be predictable and that
sustainable funding is necessary for success. Staff believe that the combination of the
commitment to the three-year outcome payout window and assurances regarding the handling of
HOPE payments in the savings test address funding sustainability comments.

Staff note that HOPE is separate from CTls and therefore the proposed split between
Infrastructure and seed are meant to assist hospitals with continuing care transformation efforts in
transition years while beginning to invest in interventions that show promise and will reduce
pressure on the system as a whole. Staff recommend that in FY27 HSCRC provides $25M for
infrastructure payments and $25M for seed funding for approved applicants. For FY28 the
measurement period starts, prior to the advent of outcome payments Staff intend to continue
funding via additional seed investments or other measures suggested by stakeholders.

maryland

ic§ health services
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I Mecasurement, Scope, and Methodology Comments

Program Scope and Focus

» Urges HSCRC to focus on latent demand, uncompensated care, and physician reimbursement
before implementing HOPE. (Adventist HealthCare)

» Strongly opposes narrowing measurement to inpatient/ED costs, arguing for a continued TCOC
framework. (UMMS)

» Requests clarity on how the program drives TCOC reductions if limited to inpatient/ED expenditures.
(MHA)

« Emphasizes that program methodologies must be transparent (i.e., available funding and
distribution) predictable and consistently applied. (CalvertHealth)

« Recommends that review criteria prioritize upstream drivers of health like nutrition and
transportation. (Maryland Department of Aging (MDOA))

maryland

ic§ health services

cost review commission
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B Measurement, Scope, and Methodology Response

HSCRC response: Staff agree that the policies and methodology behind HOPE should be
transparent and consistent and is committed to using the TCOC workgroup for discussions
and updates on the HOPE program. Staff recognize there are myriad policy concerns
outside of HOPE and believe they can explored further regardless of HOPE implementation.
Staff also understand commenters’ concerns about the data limitations and the use of
inpatient and emergency department spending in the near term however HSCRC is limited in
what data can be utilized but committed to expanding data capabilities in the future. HSCRC
will continue to work with CRISP to incorporate more robust data that is available to
participants.
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I Mecasurement, Scope, and Methodology Comments

Scoring and Payouts

« Supports scoring each intervention based on actual averted hospital costs, rather than on
projected savings or a hybrid. (JHHS)

» Supports scoring each intervention at actual averted hospital costs, or 125% of projected averted
hospital costs, which ever is lower Option C in Step 2 for scoring because it rewards outperforming
projections. (MedStar Health)

« Suggests lowering the proposed minimum saving rate for projections from 50% to 10-20%.
(MedStar Health)

» Argues against setting minimum dollar thresholds for savings or performance for project approval,
or minimum performance thresholds required to receive a payout. (Primary Care Coalition)
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B Measurement, Scope, and Methodology Response

HSCRC response: Staff agree with commenters that scoring should be tied as closely as possible to demonstrated
outcomes and actual performance. Consistent with comments from MedStar Health, staff believe that scoring
interventions based on actual averted hospital costs, capped at 125% of projected averted hospital costs, balances
rewarding strong performance while maintaining accountability for projections. This approach recognizes
interventions that outperform expectations without creating incentives for unrealistic projections.

Staff also considered comments regarding the proposed minimum savings threshold. While some commenters
recommended reducing or eliminating minimum performance requirements, staff believe that a minimum threshold
remains an important safequard to ensure that scored savings reflect meaningful performance and are not driven by
normal variation or small changes in utilization. At the same time, staff recognizes concerns regarding overly
stringent requirements and the recommended approach seeks to balance flexibility with accountability
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I Program Design and Operational Clarity Comments

General Support and Structure

Believes the HOPE proposal is preliminary and requires more detail on distribution
and TCOC impact. (Ascension Saint Agnes, Audacious Capital)

Commends the voluntary, upside-only structure for lowering barriers to participation.
(Meritus Health)

Supports the foundational design principle that HOPE functions as a voluntary, upside-
only program, consistent with the EQIP framework. (JHHS)
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I Program Design and Operational Clarity Response

HSCRC response: Staff appreciate commenters' support for the overall structure of the HOPE model, particularly
the voluntary, upside-only design. Staff agree that this approach lowers barriers to participation, encourages
innovation, and allows hospitals and other participants to engage in care transformation activities without the
financial risks associated with downside accountability. Consistent with comments from Meritus Health and JHHS,
staff believe that maintaining HOPE as a voluntary, upside-only model aligns with the principles of EQIP.

Staff also agree with commenters that additional operational details regarding payment distribution, intervention
qualification, and the model's interaction with total cost of care goals will be important for successful
implementation. Throughout model development, staff has sought to balance providing sufficient detail while
maintaining flexibility to incorporate stakeholder feedback and lessons learned during implementation and maintain
forward momentum. This final recommendation includes additional information regarding funding, payment
methodologies, and scoring, and staff will continue to engage stakeholders as operational details are refined.
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I Program Design and Operational Clarity Comments

Administrative and Data Requirements

Recommends reducing administrative burden and encouraging multi-payer participation.
(Audacious Capital)

Requests more detail on initiative approval, savings measurement, and impact on annual
update factors. (GBMC)

Urges a "comprehensive crosswalk" showing how HOPE intersects with other existing
initiatives (Revenue for Reform, PHAP) to prevent administrative burden and duplication.
(MHA)

Does not support the proposed exclusion of Revenue for Reform initiatives or overlap with
primary care investments (Maryland Primary Care Program, Primary Care AHEAD, EQIP
Primary Care, Rural health transformation) in potential HOPE applications. (UMMS)

Supports interoperability (e.g., CRISP and closed-loop referrals) and Shared Savings.
(MDOA)
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I Program Design and Operational Clarity Response

HSCRC response: Staff agree with commenters that coordination with existing initiatives, payer alignment, and operational
infrastructure are critical to success. Staff agree that successful implementation of HOPE requires careful integration with existing
programs and resources to avoid duplication, maximize impact, and support sustainable care transformation. In response to
stakeholder concerns regarding overlap with existing initiatives such as Revenue for Reform, staff included a revised overlaps
crosswalk to provide greater clarity regarding how HOPE will interact with other HSCRC programs. While staff agrees that
duplicative funding should be avoided, the final recommendation does not categorically exclude participation by organizations
involved in other primary care or care transformation initiatives. Rather, the review committee will consider existing resources in a
hospital or region and investments available to determine whether additional HOPE funding is appropriate.

Staff also agree that broad payer participation is important to maximize the effectiveness and sustainability of care transformation
efforts. The Commission will continue to work with CMS to explore opportunities for Medicare participation and alignment,
recognizing that multi-payer engagement can strengthen incentives and support greater system-wide impact. Finally, staff agree that
leveraging existing data and operational infrastructure will be critical to reducing administrative burden and supporting program
evaluation. To that end, staff intend to continue to utilize and build upon existing CRISP capabilities.
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I Recommended Interventions and Focus Areas Comments

Palliative Care and Serious lliness

Recommends explicitly identifying palliative care, hospice, and advance care planning as priority
HOPE initiatives. (Maryland State Advisory Council on Serious lliness Care)

Recommends including at least one palliative care expert on the review committee and using patient-
reported outcome measures. (University of Maryland School of Medicine)

Explicitly list palliative care interventions (CAPC- and NHPCO-aligned) as qualifying
examples in final guidance. (University of Maryland School of Medicine)

Community and Prevention

Focuses on health outcomes and aligns with the AHEAD Model to shift focus toward prevention
and community-based services. (Healthcare for All/Maryland Citizens’ Health Initiative (MCHI))

Emphasizes increasing physician awareness and community-based partnerships. (MedChi)

Recommends adding diagnostic excellence within the scope of HOPE supported interventions.
HSCRC should add “presenting symptoms” to the list of illustrative target population
characteristics in the review criteria. (Johns Hopkins - Tele-Dizzy)
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I Recommended Interventions and Focus Areas Response

HSCRC response: Staff appreciate commenters' recommendations regarding palliative
care, prevention, community-based services, diagnostic excellence, and intervention
evaluation. Staff agree that these areas represent important opportunities to improve
outcomes and reduce avoidable utilization. The final recommendation is intended to provide
flexibility for a broad range of evidence-based interventions, including those focused on
serious illness care and community-based prevention. Staff will consider stakeholder
feedback as implementation details are developed and believe many of these
recommendations may be appropriately addressed through program quidance and the
review process. Additionally, the review committee will consider intervention design, target
populations, available community resources, and subject matter expertise when evaluating
proposed projects.
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I Regional and Statewide Initiatives (RSI) Comments

RSI Caps and Structure

Recommends capping the RSI track at 20-25% of total HOPE funding. (JHHS)
Views regional initiatives as less accountable and not necessarily patient-facing. (JHHS)
RSI payments should remain uncapped. (Primary Care Coalition)

Concerned with lack of cap for RSl and generally with financing leaving the hospital; notes risk of misalignment
with Geo AHEAD. (UMMS)

RSI framework is needed to sustain and scale high-acuity, low-volume services/settings. (The Day Clinic)

Partner Inclusion and Engagement

Opposes excluding hospitals from being anchor entities in regional collaboratives. (MedStar Health)
Requests formal recognition of Area Agencies on Aging (AAAs) as RSI anchor entities. (MDOA)
Requires Local Health Department (LHD) Engagement in Regional & Statewide Initiatives. (MACHO)

Strengthen and Specify “Community Partner” Language to explicitly include Local Health Departments.
(MACHO)

Requires Regional Governance Structures with Public Health Participation (RSI). (MACHO)
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I Regional and Statewide Initiatives (RSI) Response

HSCRC response: Staff appreciates the range of feedback on the proposed Regional and Statewide Initiatives
(RSI) track, including comments on funding structure, accountability, governance, and eligible entities. With respect
to funding levels and caps, staff notes that the Commission will vote on the RSI initiatives on an individual basis and
can provide feedback on the appropriate scale and structure of funding, as part of the voting process. Staff also
agree with commenters emphasizing the importance of accountability and meaningful patient-facing impact for RSI
projects. While RSl is intended to support regional coordination and system-level interventions, all projects will be
Subject to review to ensure appropriate accountability and alignment with program objectives.

Regarding participation and governance, staff support a flexible but structured approach. Hospitals may serve as
applicants or anchor entities where appropriate; however, this will be contingent on review committee determination
that the proposed structure is justified and that required community partnerships are in place. RSI projects will be
expected to demonstrate meaningful engagement with relevant community partners and cannot be hospital-led in
isolation. Staff also agree that participation of public health entities and community organizations, including Local
Health Departments and other stakeholders such as Area Agencies on Aging where appropriate, is an important
component of effective regional collaboration and will be considered within the review process.
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I Overview of HOPE Final Recommendation

* HOPE creates a clear, accountable, and financially predictable framework to advance
Maryland’s participation in AHEAD.

* Through two participation pathways, the Care Transformation Framework and Regional
& Statewide Initiatives, the model supports both hospital-led and cross-sector
transformation efforts while maintaining standards for savings validation and
performance measurement.

* |ts voluntary, upside-only structure, capped and stable funding approach, and
commitment to earned payouts are designed to reduce financial risk and encourage
sustained investment in prevention and utilization reduction.

* By prioritizing all-payer alignment, transparent, data-driven measurement, and
thoughtful coordination with existing programs, HOPE positions the State to transition
toward a model in which it acts as an outcome purchaser rewarding interventions that
demonstrably improve health outcomes, advance equity, control costs, and strengthen
system sustainability.
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Final Recommendation

This final recommendation outlines the policy framework for the Healthcare Outcomes Payment Effort
(HOPE) beginning in Fiscal Year 2027 (FY27). HOPE replaces Care Transformation Initiatives (CTls) which
Health Services Cost Review Commission (HSCRC) is sunsetting on June 30, 2026. The objective of
HOPE is to create a clear, predictable, and accountable payment structure that enables hospitals and
community partners to invest in interventions that improve care and health and enhance the financial
sustainability of the health care system. HOPE seeks to sustain and expand population health investments
that advance Achieving Healthcare Efficiency through Accountable Design’s (AHEAD) goals and drive

meaningful system transformation.?

Differences from Draft Recommendation

Over the past two months, stakeholders provided extensive comments and feedback that informed the
policy refinements and timeline modifications reflected in the draft recommendation. Staff carefully reviewed
stakeholder input alongside lessons learned from prior and existing care transformation programs and,

based on this analysis, recommend the following key updates to the original HOPE draft recommendation:

1. Shift the implementation and measurement start date from FY27 to FY28.

2. Provide reasonable flexibility in baseline and measurement periods to account for variation in
initiatives and differing stages of program maturity across organizations.

3. In FY27, provide one-time infrastructure funding totaling $25 million, distributed proportionately
based on hospitals’ Global Budget Revenue (GBR), as well as an additional $25 million in seed
funding for proposals that are qualified under HOPE.

4. Allow flexibility regarding eligible applicants for Regional and Statewide Initiatives (RSIs), including
permitting hospitals to serve as applicants when appropriate.

5. Sunset High-Value Care Plans (HVCPs) at the conclusion of FY26 following completion of final

reporting requirements.

1 https://www.cms.gov/priorities/innovation/innovation-models/ahead
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Policy Overview

Policy Objective Policy Solution Effect on Effect on Effect on
Hospitals Payers/Consumers Health
Equity
The objective of HOPE is a Hospitals benefit Payers and consumersgain HOPE
HOPE is to create a voluntary, upside- from financial from improved care and prioritizes
clear, predictable,and only outcome predictability, health outcomes and interventions
accountable payment paymentmodel that reduced risk, and greater financial that target
structure thatenables rewards hospitals incentivesto invest sustainability of the health defined
hospitals, payers, and and non-hospital in prevention and  care system. The model populations

community partners

partners for

population health

promotes preventive care

and address

to investin measurable initiatives. The and community-based upstream
interventions and reductions in program interventions that enhance health drivers
share in savings. inpatientand ER encourages patient experience and to improve

HOPE seeks to

spending while

collaboration and

reduce unnecessary

outcomes and

sustain and expand improving supports utilization. reduce
population health population health. It infrastructure and disparities.
investments that creates predictable, transformation

advance AHEAD’s performance-based efforts.

goals and drive
meaningful system

transformation.

funding pathways
and positions the
State as an
outcome purchaser
of successful

projects.

Hope Alignment with AHEAD

This proposal is designed to align closely with the AHEAD Population Health Accountability Plan (PHAP)
and the broader vision advanced by stakeholders.2 By reinforcing shared accountability for measurable
improvements in population health, the framework supports the State’s commitment to responsible cost

growth, improved outcomes, and transparent performance expectations across the delivery system.

It also reflects a deliberate opportunity for prevention and restorative health that emphasizes upstream

interventions, chronic disease management, and community-based supports. In addition, the framework

2 https://health.maryland.gov/mche/pages/default.aspx
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seeks to encourage cross-sector collaboration and broader care delivery models. This approach recognizes
that meaningful population health gains can benefit from engagement from community providers, social
service organizations, and public health partners. Payer alignment under AHEAD reduces fragmentation,
promotes value-based care, and supports sustainable cost growth while improving quality and overall

population health.

Introduction to the HOPE Policy

The State’s participation in AHEAD presents a pivotal opportunity to strengthen the alignment between
payment policy and population health improvement. Building on stakeholder feedback regarding the
strengths and limitations of priorinitiatives including Potentially Avoidable Utilization (PAU) and CTls, HOPE
builds upon progress to date on these policies by offering clearer guidance to hospitals and partners
regarding the return on investment. Described in further detail in sections below, it is a voluntary, upside
only model that increases payment predictability and supports planning and investment using an annual
payout structure of an initial 3 years based on validated savings. At the same time, it represents a model in

which the State becomes an outcome purchaser rewarding measurable, successful interventions.

Paths to Participation

Participation can occur through one of two primary pathways: the Care Transformation Framework (CTF) or
Regional & Statewide Initiatives (RSI). Both pathways aim to improve population health while reducing
emergency room and inpatient expenditures and share savings with participants. They differ in who leads

the effort, how approval is obtained, and the scale of intervention.

Path 2: Care Transformation Framework (CTF)
Under the CTF pathway, participation begins at the individual hospital level. A single hospital—or a group of

hospitals—applies directly to implement a hospital-defined intervention. Although multiple hospitals may
participate in the same intervention, the focus remains hospital specific. The hospital identifies the target
population and designs interventions aimed at reducing emergency room and inpatient costs in the state of
Maryland (not limited to their own emergency room and inpatient costs). Applications are reviewed by a
committee for program qualification, and Commission votes for each intervention are not required. If
approved, participating hospitals share in the savings generated. Outcome payments based on savings are

calculated over a measurement window and paid for three years, at which time a review will be completed

and consideration given for extension. The model is intended to be all-payer, with the goal of working with
CMMI to include Medicare.
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Path 2: Regional & Statewide Initiatives (RSI)

The RSI pathway operates at a broader geographic scale. Interventions focus on defined regional
populations and aim to reduce emergency room and inpatient expenditures across a broader geography.
Participation is through a regional or statewide entity and must include at least one hospital partner. The
entity may be technology or digital health companies, health plans, community-based organizations, etc.
The entity is preferred as the applicant, rather than a hospital, and all partners involved must have a formal
Memorandum of Understanding (MOU) or contractual agreement in place outlining collaboration and funds
distribution. Unlike the CTF pathway, RSI proposals require both review committee qualification and a
Commission vote for approval. Like CTF, participants are eligible for outcome payments over a certain
measurement period. Outcome payments based on savings will be made for three years, at which time a
review will be completed, and consideration will be given for extension. The model is intended to be all-

payer, with the goal of working with CMMI to include Medicare.

Funding and Payment Structure

Based on continued stakeholder feedback, the funding and payment structure was intentionally designed to
provide clarity, predictability, and reduced financial risk. Stakeholders emphasized the importance of
ensuring that participation would not affect the hospital update factor. In response, the model is not funded
through the update factor, separating it from base rate updates. To further promote certainty, outcome
payments will be initially anticipated to be $50 million each year, with the commission only able to qualify
interventions with up to $100 million in possible outcome payments, recognizing that initiatives may not be
successful in reducing costs. Payments will be made regardless of position on the Medicare savings test or
other affordability tests. Outcome payments for Regional and Statewide initiatives are individually approved

by the Commission and will not count towards the $50 million.

As the policy developed through the workgroup process, stakeholders expressed strong support fora model
that encourages participation without exposing providers to financial risk like the CTl offset. As a result, the
program is voluntary and structured as an upside-only outcome payment model, with no downside risk. The
approach laid out below lowers barriers to entry and enables hospitals and initiative partners to focus on
transformation efforts without the concerns of an offset or penalty. HOPE rewards sustained performance
rather than short-term fluctuations. Outcome payments are therefore based on average savings achieved
over a performance window. Hospitals and Statewide and Regional Initiative partners receive 50% of

measured savings, ensuring aligned incentives across participating entities.

The Care Transformation Framework is designed to advance the HSCRC’s central objective: balancing
three critical priorities—promoting continued investment in care transformation, ensuring payment

predictability for hospitals, and maintaining affordable, long-term cost growth. For the Care Transformation

4
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Framework, the Commission proposes to establish a fixed statewide funding of $50 million per year for
FY27, FY28, and FY29. At the same time, approved initiatives collectively may not materially exceed
projected annual savings of $100 million. Each initiative seeking participation must submit projected total
savings, which will be independently validated by Commission staff and reviewed by the committee to
ensure methodological rigor. Interventions will be scored at actual averted hospital costs, or 125% of
projected averted hospital costs, whichever is lower. If the score is less than half of the projected averted
hospital costs, there will be no scored savings, i.e. minimum saving rate for projections is 50%. Payments
will equal 50% of scored savings. Once established, payouts forindividual initiatives will remain fixed for the
subsequent three years (with continuation of the initiatives). Additionally, the statewide funding level may be

increased in future years if the program demonstrates sufficient success.

Recognizing that FY27 represents a transition year and all-payer program measurement is not available,
HSCRC would like to maintain support for care transformation infrastructure by providing a one-time $25M
payment distributed proportionally based on Global Budget Revenues (GBRs) to sustain transformation
infrastructure across all hospitals in Maryland (if systems wish to designate this funding within their system,
other than the GBR, they will be given that option). In addition, HSCRC will provide $25M in seed funding
for HOPE applicants whose proposals are approved by the review committee and whose applications justify
the need for seed funding. Seed funding may be allocated to non-hospital initiatives. In FY28 the

measurement period starts and potentially new seed funding may be provided to approved applicants.

Savings Measurement

Stakeholders called for a measurement methodology that is rigorous, transparent, and data driven.
Payment levels will be based on statistically reliable, validated savings performance, calculated using all-
payer claims data to ensure consistency and broad accountability. Statistical methodologies will incorporate
risk adjustment to account for differences in patient complexity and case mix across participants. Expected
spending will be adjusted using established clinical risk indicators (e.g., APR-DRG risk scores) derived from
claims data to ensure that performance comparisons reflect true efficiency gains rather than underlying
population differences. As outlined above, HSCRC will afford organizations and initiatives flexibility in their
baseline for measuring performance. Staff will collaborate with industry and measurement experts to
develop and document a transparent, statistically defensible approach. While staff will continue to prioritize

reliable measurement, they may allow payouts based on varying years of certified savings performance.

All-Payer Scope

The overarching goal is for HOPE to operate effectively in an all-payer environment by FY2028. HSCRC

agrees that including Medicare in the future strengthens the model and will work with CMS to pursue

participation. At the same time, HSCRC is committed to moving forward with implementation even if
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Medicare participation is not finalized, ensuring progress toward an all-payer structure regardless of federal

timing.

A central component of this effort is ensuring access to comprehensive claims data. For FY2028, the intent
is to use case-mix data to operationalize HOPE for non-Medicare payers if necessary. Initially, data and
measurement will focus on inpatient and emergency department spending, providing a clear and
manageable starting point. Over time, the model is expected to expand in scope as data capabilities and
payer alignment evolve. HSCRC is interested in partnering with commercial payers and Medicaid, with a
goal of deeper engagement beginning in FY2029 and in subsequent program years. The program’s design
and operational infrastructure are being developed to accommodate hospitals, Medicare, Medicaid, and
commercial payers in a coordinated manner. This approach is intended to minimize administrative
complexity, reduce conflicting financial incentives across payers, and maintain feasibility as Medicare global
budgets transition under AHEAD in CY2028.

Review Committee and Qualifying Initiative Criteria

The review committee will be established to ensure that proposed interventions are rigorously evaluated,
practically grounded, and aligned with program goals before moving forward. The goal of the committee is
that it brings informed perspectives to the assessment and qualification of initiatives. The committee not
only evaluates proposals against established standards but also will help the HSCRC to communicate
guidance to applicants, helping to strengthen submissions and encourage high-quality, well-designed

interventions over time.

Importantly, the committee is designed to leverage practical expertise. Including members with experience
in care transformation ensures that recommendations are not merely theoretical, but actionable and
implementable in real-world settings. This blend of public accountability and operational insight helps

promote initiatives that are feasible, impactful, and positioned to deliver meaningful results.

Review Committee

Initiative proposals will be evaluated by a formal review committee, with the HSCRC Director making the
final determination based on the committee’s recommendation. The body serves as a review panel rather

than a public decision-making entity.

The panel will consist of six members, evenly divided between governmental and non-governmental
representatives. Governmental members will include one HSCRC staff member (serving as co-chair), one
representative from MDH, and one representative from either MHCC or CHRC. The three non-

governmental members will be experts in health care transformation or community health, with one serving

as co-chair. Conflict-of-interest standards will apply. Panel experts may not be involved in any pending
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applications and must recuse themselves where appropriate. The panel will also establish and apply the

process by which recommendations are made.

Review Criteria

In assessing applications, the committee will ensure that submissions reflect meaningful and well-designed
interventions. They will ensure that qualified initiatives are a balance of opportunities across the state given
the specific challenges of each region and consider the resources already dedicated when considering how

to prioritize funding. Specifically, proposals should demonstrate that they:

e Are grounded in a strong evidence base. This may be shown by citing peer-reviewed literature,
prior evaluations, pilot studies, established practice standards, or technical assistance supporting
the proposed intervention.

e Address arecognized State health priority. This may be shown by aligning with the state’s AHEAD
PHAP or the State Health Improvement Plan (SHIP) or other policies established by the Maryland
Department of Health.

e Target a clearly defined population, by specifying eligibility criteria and defining characteristics of
the target population, such as diagnoses, prior utilization of healthcare services, HCC score,
geography, demographics, etc.

e Have a high likelihood of producing measurable impact related to the intervention. This may be
shown by a clear and well-justified methodology for estimating the impact of the initiative on health
and averted costs.

e Avoid adverse impacts on patient experience or total cost of care.

Program Overlaps and Transitions

The following reflects areas where this program overlaps with other existing HSCRC initiatives and policies.
These intersections are important to acknowledge, as participation rules, funding, and operational
requirements may interact in nuanced ways. Staff will provide more detailed guidance, as necessary, on

any specific parameters of these overlaps in subsequent communications to ensure clarity and alignment.

e New Paradigms in Care Delivery (NPCD)

o Funding can be used for up-front investments to support qualified programs under HOPE
e Revenue for Reform (RfR)

o Generally, Revenue for Reform initiatives should not also receive funding under HOPE to

avoid duplicative funding.

e Episode Care Improvement Program (ECIP)

o Ends December 31, 2026, with no savings offset for 7/1/26—-12/31/26.
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e Episode Quality Improvement Program (EQIP)
o Participation in both programs is allowed.
e Efficiency Policy
o Payments should not count against hospitals under the efficiency policy.
e Maryland Primary Care Program (MDPCP)
o Participation in both programs is allowed.
o The review committee will need to consider that resources are already dedicated to primary

care to prioritize other strategies.

High-Value Care Plans (HVCP)

High-Value Care Plans were established as part of the FY25 Update Factor to support the development and
reporting of new and existing strategies aimed at reducing potentially avoidable utilization in priority areas
identified through the VBCI tool or other approved tools. Hospitals were subject to a clawback of funds if

reporting requirements were not met.

As HSCRC transitions to the next generation of care transformation through HOPE, Staff recommend
sunsetting HVCPs at the conclusion of FY26, following completion of final reporting. Beginning in FY27,
hospitals will retain this revenue within their GBR as long as they designate a senior executive responsible

for the hospital’s population health efforts.

Discussions of Comments Received

HOPE Comment Letters Summary

The Commission received 22 comment letters from a diverse group of organizations in response to the
Healthcare Outcome Payment Effort (HOPE) proposal. Overall, commenters were generally supportive of
the goals and direction of HOPE, while identifying areas where additional clarification, refinement, or
operational flexibility may strengthen implementation. Themes raised across comments included
implementation timing, funding and financial structure, scoring methodology, review committee composition,

interaction with CTls, funding caps, all-payer participation, and administrative considerations.

Implementation Timeline

Several organizations expressed concerns regarding the proposed implementation timeline. The Maryland

Hospital Association (MHA) strongly urged delaying HOPE implementation until FY 2028 to allow for more

deliberate development and stakeholder engagement. Similarly, the University of Maryland Medical System
(UMMS) recommended delaying enrollment until FY 2028. Johns Hopkins Health System (JHHS)

recommended eliminating HOPE altogether, citing concerns regarding the unpredictability of the CTl-based
8
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methodology and potential risks to stability during the transition to the AHEAD Model. Luminis Health

indicated reluctance to support HOPE without first resolving existing CTl-related issues.

HSCRC response: Staff appreciate commenters' feedback regarding the proposed implementation timeline
and recognize the competing priorities facing hospitals and other stakeholders as the State continues its
transition to the AHEAD Model. In response to these concems, staff recommends delaying HOPE
implementation until FY 2028, with an application period beginning in the second half of CY 2026. This
revised timeline will provide additional opportunities for stakeholder engagement, program refinement, and
operational planning. Staff intend to continue refining HOPE through the TCOC Workgroup during CY 2026
and CY 2027 to ensure that stakeholders have meaningful opportunities to inform implementation and that

the model is appropriately aligned with broader care transformation and population health goals.

Sustainable Financial Structure and Fund Allocation

Many commenters supported the concept of HOPE as a stable funding mechanism for successful
preventive care programs that often lose support when funding expires. The Abell Foundation strongly
supported HOPE as a bridge to sustain effective interventions over time. CalvertHealth emphasized that
base funding remains consistent for hospitals under the proposal, while Meritus Health highlighted the
importance of predictable, multi-year funding to support long-term infrastructure investments. Several
organizations requested additional clarity regarding funding sources and mechanics. MHA sought definitive
guidance on both near- and long-term funding sources. MedStar Health supported the use of a pre-
specified, fixed reward pool but requested clarification regarding any potential impact on annual update
factors. MedStar also advocated reinvesting state savings generated through the program back into HOPE
to accelerate future gains. Commenters also addressed the proposed funding cap and allocation
methodology. JHHS supported the proposed $50 million annual funding cap. MedStar Health recommended
that FY 2027 infrastructure funding be allocated to hospitals that generated gross shared savings through
CTls and demonstrated a commitment to future HOPE participation, rather than distributing funds based on
market share. UMMS recommended incorporating $50 million in infrastructure payments proportional to the

GBRs in both FY 2027 and FY 2028 to sustain existing interventions during the transition period.

HSCRC response: Staff agree with commenters that funding should be predictable and that sustainable
funding is necessary for success. Staff believe that the combination of the commitment to the three-year

outcome payout window and assurances regarding the handling of HOPE payments in the savings test

address funding sustainability comments.
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Staff note that HOPE is separate from CTls and therefore the proposed split between Infrastructure and
seed are meant to assist hospitals with continuing care transformation efforts in transition years while
beginning to invest in interventions that show promise and will reduce pressure on the system as a whole.
Staff recommend that in FY27 HSCRC provides $25M for infrastructure payments and $25M for seed
funding for approved applicants. For FY28 the measurement period starts, prior to the advent of outcome
payments Staff intend to continue funding via additional seed investments or other measures suggested by

stakeholders.

Measurement, Scope, and Methodology

Program Scope and Focus

Several comments focused on the scope and intended focus of HOPE. Adventist HealthCare urged the
HSCRC to prioritize addressing latent demand, uncompensated care, and physician reimbursement before
implementing HOPE. UMMS strongly opposed narrowing program measurement to inpatient and
emergency department expenditures, arguing that the Total Cost of Care (TCOC) framework should remain
central. Similarly, MHA requested clarification regarding how the program would drive reductions in total
cost of care if measurements are limited to inpatient and emergency department spending. CalvertHealth
emphasized that program methodologies, including funding availability and distribution approaches, should
be transparent, predictable, and consistently applied. The Maryland Department of Aging (MDOA)
recommended prioritizing Upstream Drivers of Health, such as nutrition and transportation supports, within

project review criteria.

HSCRC response: Staff agree that the policies and methodology behind HOPE should be transparent and
consistent and is committed to using the TCOC workgroup for discussions and updates on the HOPE
program. Staff recognize there are myriad policy concerns outside of HOPE and believe they can explored
further regardless of HOPE implementation. Staff also understand commenters’ concerns about the data
limitations and the use of inpatient and emergency department spending in the near term however HSCRC
is limited in what data can be utilized but committed to expanding data capabilities in the future. HSCRC will

continue to work with CRISP to incorporate more robust data that is available to participants.

Scoring and Payouts

A number of commenters focused on the proposed scoring methodology. JHHS supported scoring
interventions based on actual averted hospital costs rather than projected savings or hybrid approaches.
MedStar Health supported scoring interventions at either actual averted hospital costs or 125% of projected

averted hospital costs, whichever is lower, consistent with HSCRC’s proposed framework. MedStar noted
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that this approach appropriately rewards interventions that outperform projections. MedStar also
recommended reducing the proposed minimum savings rate for projected savings from 50% to between 10
and 20%. The Primary Care Coalition opposed the use of minimum dollar thresholds for savings or
performance when approving projects and similarly opposed requiring minimum performance thresholds for

organizations to receive payouts.

HSCRC response: Staff agree with commenters that scoring should be tied as closely as possible to
demonstrated outcomes and actual performance. Consistent with comments from MedStar Health, staff
believe that scoring interventions based on actual averted hospital costs, capped at 125% of projected
averted hospital costs, balances rewarding strong performance while maintaining accountability for
projections. This approach recognizes interventions that outperform expectations without creating

incentives for unrealistic projections.

Staff also considered comments regarding the proposed minimum savings threshold. While some
commenters recommended reducing or eliminating minimum performance requirements, staff believe that a
minimum threshold remains an important safeguard to ensure that scored savings reflect meaningful
performance and are not driven by normal variation or small changes in utilization. At the same time, staff
recognizes concerns regarding overly stringent requirements and the recommended approach seeks to

balance flexibility with accountability
Program Design and Operational Clarity

General Support and Structure

Several commenters expressed general support for the structure of the program while requesting additional
detail. Ascension Saint Agnes and Audacious Capital noted that the proposal remains preliminary and
would benefit from additional information regarding payment distribution and total cost of care impacts.
Greater Baltimore Medical Center (GBMC) requested additional detail regarding initiative approval
processes, savings measurement methodologies, and any impact on the annual update factor. Meritus
Health commended the voluntary, upside-only structure, citing its ability to lower barriers to participation.
JHHS similarly supported the foundational design principle that HOPE operates as a voluntary, upside-only

model, consistent with the structure of EQIP.

HSCRC response: Staff appreciate commenters' support for the overall structure of the HOPE model,
particularly the voluntary, upside-only design. Staff agree that this approach lowers barriers to participation,
encourages innovation, and allows hospitals and other participants to engage in care transformation

activities without the financial risks associated with downside accountability. Consistent with comments from

11




 maryland

@ health services

cost review commission

Meritus Health and JHHS, staff believe that maintaining HOPE as a voluntary, upside-only model aligns
with the principles of EQIP.

Staff also agree with commenters that additional operational details regarding payment distribution,
intervention qualification, and the model's interaction with total cost of care goals will be important for
successful implementation. Throughout model development, staff has sought to balance providing sufficient
detail while maintaining flexibility to incorporate stakeholder feedback and lessons learned during
implementation and maintain forward momentum. This final recommendation includes additional information
regarding funding, payment methodologies, and scoring, and staff will continue to engage stakeholders as

operational details are refined.

Administrative and Data Requirements

Commenters also highlighted operational and administrative considerations. Audacious Capital
recommended reducing administrative burden and encouraging broader multi-payer participation. MHA
requested development of a comprehensive crosswalk demonstrating how HOPE would interact with
existing programs such as Revenue for Reform and the Population Health Advancement Program (PHAP)
to avoid duplication and administrative complexity. UMMS opposed the proposed exclusion of Revenue for
Reform initiatives and overlap with other primary care investments, including the Maryland Primary Care
Program, Primary Care AHEAD, EQIP Primary Care, and Rural Health Transformation initiatives. MDOA
expressed support forinteroperability efforts, including CRISP integration, closed-loop referrals, and shared

savings approaches.

HSCRC response: Staff agree with commenters that coordination with existing initiatives, payer alignment,
and operational infrastructure are critical to success. Staff agree that successful implementation of HOPE
requires careful integration with existing programs and resources to avoid duplication, maximize impact,
and support sustainable care transformation. In response to stakeholder concems regarding overlap with
existing initiatives such as Revenue for Reform, staff included a revised overlaps crosswalk to provide
greater clarity regarding how HOPE will interact with other HSCRC programs. While staff agrees that
duplicative funding should be avoided, the final recommendation does not categorically exclude
participation by organizations involved in other primary care or care transformation initiatives. Rather, the
review committee will consider existing resources in a hospital or region and investments available to

determine whether additional HOPE funding is appropriate.

Staff also agree that broad payer participation is important to maximize the effectiveness and sustainability
of care transformation efforts. The Commission will continue to work with CMS to explore opportunities for

Medicare participation and alignment, recognizing that multi-payer engagement can strengthen incentives
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and support greater system-wide impact. Finally, staff agree that leveraging existing data and operational
infrastructure will be critical to reducing administrative burden and supporting program evaluation. To that

end, staff intend to continue to utilize and build upon existing CRISP capabilities.
Recommended Interventions and Focus Areas

Several organizations recommended expanding the focus on palliative care and serious illness
interventions. The Maryland State Advisory Council on Serious lliness Care recommended explicitly
identifying palliative care, hospice services, and advance care planning as priority HOPE initiatives. The
University of Maryland School of Medicine recommended including at least one palliative care expert on the
review committee and incorporating patient-reported outcome measures into program evaluation. The
School of Medicine also recommended explicitly listing CAPC- and NHPCO-aligned palliative care

interventions as qualifying examples in final program guidance.

Commenters broadly supported the emphasis on prevention and community-based interventions.
Healthcare for All and the Maryland Citizens' Health Initiative Coalition (MCHI) highlighted HOPE's
alignment with the AHEAD Model and its focus on shifting care toward prevention and community-based
services. MedChi emphasized the importance of increasing physician awareness and strengthening
community-based partnerships. Johns Hopkins Tele-Dizzy recommended including diagnostic excellence
within the scope of HOPE-supported interventions. The organization also suggested adding "presenting

symptoms" to the illustrative list of target population characteristics used in project review criteria.

HSCRC response: Staff appreciate commenters' recommendations regarding palliative care, prevention,
community-based services, diagnostic excellence, and intervention evaluation. Staff agree that these areas
represent important opportunities to improve outcomes and reduce avoidable utilization. The final
recommendation is intended to provide flexibility for a broad range of evidence-based interventions,
including those focused on serious illness care and community-based prevention. Staff will consider
stakeholder feedback as implementation details are developed and believe many of these
recommendations may be appropriately addressed through program guidance and the review process.
Additionally, the review committee will consider intervention design, target populations, available community

resources, and subject matter expertise when evaluating proposed projects.

Regional and Statewide Initiatives (RSI)
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Several comments addressed the proposed Regional and Statewide Initiatives (RSI) track. JHHS
recommended limiting RSI funding to between 20 and 25% of total HOPE funding, expressing concerns that
regional initiatives may be less accountable and less directly patient facing. In contrast, the Primary Care
Coalition argued that RSI payments should remain uncapped. UMMS expressed concern regarding the
absence of an RSI funding cap and broader concerns about funding leaving the hospital. UMMS also noted
potential misalignment with the Geo AHEAD Model. The Day Clinic indicated that the RSI framework is

necessary to sustain and scale high-acuity, low-volume services and care settings.

Several commenters recommended expanding participation requirements and governance structures for
RSI projects. MedStar Health opposed excluding hospitals from serving as anchor entities within regional
collaboratives. MDOA requested formal recognition of Area Agencies on Aging (AAAs) as eligible RSI
anchor entities. The Maryland Association of County Health Officers (MACHO) recommended requiring
Local Health Department participation in Regional and Statewide Initiatives, strengthening the definition of
community partners to explicitly include Local Health Departments, and establishing regional governance

structures that incorporate public health representation.

HSCRC response: Staff appreciates the range of feedback on the proposed Regional and Statewide
Initiatives (RSI) track, including comments on funding structure, accountability, governance, and eligible
entities. With respect to funding levels and caps, staff notes that the Commission will vote on the RSI
initiatives on an individual basis and can provide feedback on the appropriate scale and structure of
funding, as part of the voting process. Staff also agree with commenters emphasizing the importance of
accountability and meaningful patient-facing impact for RSI projects. While RS is intended to support
regional coordination and system-level interventions, all projects will be subject to review to ensure

appropriate accountability and alignment with program objectives.

Regarding participation and governance, staff support a flexible but structured approach. Hospitals may
serve as applicants or anchor entities where appropriate; however, this will be contingent on review
committee determination that the proposed structure is justified and that required community partnerships
are in place. RSI projects will be expected to demonstrate meaningful engagement with relevant community
partners and cannot be hospital-led in isolation. Staff also agree that participation of public health entities
and community organizations, including Local Health Departments and other stakeholders such as Area
Agencies on Aging where appropriate, is an important component of effective regional collaboration and will

be considered within the review process.
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Conclusion

HOPE creates a clear, accountable, and financially predictable framework to advance Maryland’s
participation in AHEAD. Through two participation pathways, the Care Transformation Framework and
Regional & Statewide Initiatives, the model supports both hospital-led and cross-sector transformation
efforts while maintaining standards for savings validation and performance measurement. Its voluntary,
upside-only structure, capped and stable funding approach, and commitment to earned payouts are
designed to reduce financial risk and encourage sustained investment in prevention and utilization
reduction. By prioritizing all-payer alignment, transparent, data-driven measurement, and thoughtful
coordination with existing programs, HOPE positions the State to transition toward a model in which it acts
as an outcome purchaser rewarding interventions that demonstrably improve health outcomes, advance

equity, control costs, and strengthen system sustainability.
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I Staff Recommendation

Staff is recommending the Commission approve a total of $10.9 million in
funding through hospital rates in FY 2027 to support the HIE and
continue the investments to advance the Maryland Model through both
direct funding and obtaining federal MES matching funds.
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Policy Overview

Health Information

for activities
related to the
HSCRC and the
Maryland Model.

Exchange, CRISP,

hospital rates to
generate funding
to support CRISP
projects and
operations to
further the goals of
the Maryland
Model

programs and
pay a separate
user fee. This
assessment is a
pass through and
has no impact on
hospitals.

reporting that allow
hospitals and other
Maryland providers
to enhance the
quality and cost
effectiveness of the
care provided.

Policy Objective Policy Solution Effect on Effect on Effect on Health
Hospitals Payers/Consumers Equity

To fund and Include an Hospitals benefit | CRISP provides vital | Provider reporting

sustain a robust assessment in from CRISP coordination and supported by

CRISP will collect
data on social
determinants of
health and
disparities in
health outcomes
in order to further
the goals of
improved health
equity under the
Model.

Summary of the Recommendation

In accordance with its statutory authority to approve alternative methods of rate determination consistent

with the Maryland Model and the public interest,? this recommendation identifies the following amounts of

State-supported funding for fiscal year (FY) 2027 to the Chesapeake Regional Information System for our

Patients (CRISP):

e Direct funding and matching funds under Medicaid Enterprise System (MES) Federal Programs for

Health Information Exchange (HIE) operations and infrastructure ($3,504,000)

e Direct funding and Medicaid Enterprise System (MES) matching funds for reporting and program

administration related to population health, the Achieving Healthcare Efficiency through
Accountable Design (AHEAD) Model, and hospital regulatory initiatives ($7,396,000).

Therefore, Staff recommends that the HSCRC provide funding to CRISP totaling $10,900,000 for FY 2027.
As a result, the HSCRC will be funding approximately 19 percent of CRISP’s Maryland funding, compared
to the budgeted 26 percent in FY 2026. In FY 2026, HSCRC's share of funding for CRISP increased to

address anticipated reductions in Federal matching grants. However, no changes to Federal funding

occurred and prior years’ match rates are anticipated to continue in federal fiscal year (FFY) 2027. HSCRC

is decreasing the FY 2027 assessment given the sustained level of federal match funding.

Staff solicited public comment on the draft recommendation through May 20, 2026, but did not receive any

comment letters.

1 MD. CODE ANN., Health-Gen §19-219(c).
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Background — Past Funding

Over the past fifteen years, the Commission has approved funding to support the general operations of the

CRISP HIE and reporting services through hospital rates as shown in Table 1.

Table 1. HSCRC Funding for CRISP HIE and Reporting Services, Last 15 Years

CRISP Budget: HSCRC Funds
Received
FY 2013 $1,313,755
FY 2014 $1,166,278
FY 2015 $1,650,000
FY 2016 $3,250,000
FY 2017 $2,360,000
FY 2018 $2,360,000
FY 2019 $2,500,000
FY 2020 $5,390,000
FY 2021 $5,170,000
FY 2022 $9,240,000
FY 2023 $4,800,000
FY 2024 $4,800,000
FY 2025 $8,420,000
FY 2026 $12,060,000
FY 2027 $10,900,000

Funding Through Hospital Rates

Beginning in FY 2020, HSCRC assumed full responsibility for managing the CRISP assessment, previously
shared with the Maryland Health Care Commission (MHCC). CRISP-related hospital rate assessments are
paid into an HSCRC fund, and the HSCRC reviews the invoices for approval of appropriate payments to
CRISP. This process — which includes bi-weekly update meetings, monthly written reports, and auditing of
the expenditures — has created transparency and accountability. CRISP’s reimbursement from the HSCRC
is provided in two tranches: one relating to state match funding of core HIE operational costs and the other
related to Reporting and Program Administration. In addition, the Reporting and Program Administration
payments are split into fixed recurring costs and a periodic true up. This funding approach allows CRISP to

recover operational reimbursement from the HSCRC in a timelier fashion.

Funding Through Federal Matching

HSCRC funding has been used to obtain federal matching funds throughout the history of the program.

The federal match is obtained through the program outlined below.
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Medicaid Enterprise System (MES) Matching Funds

MES is a federal program designed to promote effective care for Medicaid beneficiaries through
investments in information technology infrastructure. Medicaid benefits from CRISP’s data sharing and
reporting initiatives through the care management and cost control initiatives facilitated for all Medicaid

patients under CRISP all-payer activities and for dual-eligible patients under CRISP’s Medicare activities.

Activities funded under this element of the assessment include point-of-care and other provider data sharing
initiatives, and CRISP reporting tools utilizing the Medicare claims and the HSCRC'’s hospital case mix data.
Hospitals, the HSCRC, and other stakeholders use CRISP reporting from these datasets to manage and
track progress under several HSCRC programs and enable hospitals to identify and pursue care efficiency
initiatives.

Under MES, state funds are eligible for either a 90 percent match for new reporting initiatives or a 75
percent match for ongoing reporting. The assessment funding will provide the State’s portion of this match
as well as the State’s Fair Share amount. The Fair Share represents the amount that benefits Medicaid
before considering the federal and state match. Starting in FY 2024 the methodology for calculating the

State’s Fair Share amount was changed resulting in a greater portion being borne by the State.

Other Funding

CRISP’s Maryland activities are also financed through user fees paid by hospitals and payers as well as
funding received from MDH (See Table 2). Payer user fees have historically been a small share of total
CRISP revenue. User fees represent approximately 11 percent of total funding for FY 2027.

Description of Activities Funded

Activities funded directly by this assessment and from earned federal matching fall into the two categories
described below. The descriptions below outline, in general terms, the programs for which funds will be

used. Staff will direct funding to specific programs within the general parameters described.

Category 1: HIE Operations Funding and Infrastructure

The value of an HIE rests in the premise that more efficient and effective access to health information will
improve care delivery while reducing administrative health care costs. The General Assembly charged the
MHCC and HSCRC with the designation of a statewide HIE.2 In the summer of 2009, MHCC conducted a
competitive selection process which resulted in awarding state designation to CRISP, and HSCRC

approved up to $10 million in startup funding over a four-year period through Maryland’s unique all-payer

2 MD. CODE ANN., Health-Gen §19-143(a).
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hospital rate setting system. CRISP maintained designation through multiple renewal processes, with the
most recent occurring in 2022 HSCRC’s annual funding for CRISP is illustrated in Table 1 above.

The use of HIEs is a key component of health care transformation, enabling clinical data sharing among

appropriately authorized and authenticated users. The ability to exchange health information electronically

in a standardized format is critical to improving health care quality and safety.

Many states, along with federal policy makers, look to Maryland as a leader in HIE implementation. CRISP
continues to build the infrastructure necessary to support existing and future use cases and to assist
HSCRC in administering per-capita and population-based payment structures under the Maryland Model. A
return on the State’s investment is demonstrated through implementation of a robust technical platform that
supports innovative use cases to improve care delivery, increase efficiencies in health care, and reduce

health care costs. MDH made extensive use of CRISP’s capabilities during the COVID crisis.

The total amount of funding recommended by Staff for FY 2027 for the HIE function is $3,504,000.

Category 2: Reporting and Program Administration Related to
Population Health, the AHEAD Model, and Hospital Regulatory
Initiatives

These initiatives were designed to reduce health care expenditures and improve outcomes for all
Marylanders. Many of these programs focus on unmanaged high-needs Medicare patients and patients
dually eligible for Medicaid and Medicare, consistent with the goals of the AHEAD Model. These initiatives
encourage collaboration between and among providers, provide a platform for provider and patient
engagement, and allows for confidential sharing of information among providers. To succeed under the
AHEAD Model, providers will need a variety of tools to manage high-needs and complex patients that

CRISP is currently working to develop and deploy.

Based on broad program participation, including non-hospital providers, and the ability to secure federal
match funds, these programs will be funded through a combination of assessments and federal matching

funds. This recommendation covers three components:

(1) Funding for population health and cost and quality management reporting in support of HSCRC
regulations and the AHEAD Modéel;

(2) Funding for program administration related to programs under the AHEAD Model; and

(3) Funding for innovative reporting initiatives such as enhanced data on social determinants of health

and the integration of electronic health record data into statewide hospital quality measurement

The total amount recommended by Staff for FY 2027 for the activities described above is $7,396,000.
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Staff Recommendation

Staff is recommending the Commission approve a total of $10.9 million in funding through hospital rates in

FY 2027 to support the HIE and continue the investments to advance the Maryland Model through both

direct funding and obtaining federal MES matching funds.

Table 2 shows the funding through hospital rates and the federal match that will be generated from the MES

funding as well as the user fee and MDH funding.

Table 2. FY 2027 Recommended Rate Support for CRISP as a share of estimated total Maryland Funding

Project Name Hospital Budgeted User Fees Maryland Maryland
Rates Federal Department Total
Funding of Health
HIE Operations |  $3,504,000 $10,387,000 $6,123,000 $3,165,000 $23,179,000
Reporting and $7,396,000 $10,511,000 $0 $3,095,000 $21,002,000
Program
Administration
Other non- $0 $11,493,000 $0 $2,309,000 $13,802,000
HSCRC
programs
Total Funding | $10,900,000 $32,391,000 $6,123,000 $8,569,000 $57,983,000
% Of Total 19% 56% 11% 15% 100%
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B Final Recommendations

1. Implement a monitoring program for all-payer inpatient length of stay (IP LOS)
for acute-care hospitals.

2. Assess the risk-adjusted, mean IP LOS for acute admissions, with clinical
exclusions and winsorization to minimize the effect of extreme outlier cases.

3. Provide summary level reports and patient level files that allow hospitals to track
IP LOS and stratify by patient characteristics (i.e., primary diagnosis, patient
disposition) or other factors to identify areas of opportunity.

4. Publicly report hospital IP LOS performance at HSCRC Commission meetings.

5. Propose inclusion of IP LOS for payment in RY2029 or RY2030 as part of the
portfolio of hospital quality and population health incentives for Maryland Global
Budgets (i.e., non-Medicare hospital global budgets).

6. Monitor to ensure the policy achieves its intended result (lower IP LOS and ED
LOS) without unintended effects on readmission rates and ED revisits.

¢ maryland
'Q*'{‘_.;'ff 3y

ricf health services 2

cost revievws commission




I ntroduction

* Global budgets and TCOC accountability incentivize hospitals to reduce
preventable hospital admissions and lower inpatient length of stay (IP LOS)

* While the Maryland Model has been successful in reducing hospital admissions, it
has been less effective in reducing IP LOS

 Many hospitals in Maryland have an average IP LOS higher than National

« Although admission volumes have declined, the concurrent increase in IP LOS has
resulted in a net rise in inpatient resource utilization as measured by total bed days

« Unconstrained increases in IP LOS may undermine the financial sustainability of
global budgets

 Maryland’'s emergency departments are currently among the most crowded in the
nation, and managing IP LOS is a critical for improving ED wait times.
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I Updates to Draft Recommendation

e |nitial implementation is focused on monitoring, followed by
recommendation for payment incentives in RY2029 or RY2030

e Situate IP LOS incentives within an existing quality policies to
enhance cohesiveness and maintain current level of revenue at risk

e Address concern over outliers by capping IP LOS values at 30 days

e Exclude APR-DRG/payer groups that have norms based on <2
cases

AP maryland
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Stakeholder Feedback

AW maryland

bi# healthservices | 5

cost reviewy commission




B Summary of Comment Letters

e Received from MHA, UMMS, JHHS, Adventist, MedStar, Luminis,
Frederick Health, Lifebridge Health, and Health Means Everything.

e Stakeholders voiced conceptual concerns, as well as concerns related
to implementation details.

e Conceptual concerns:
o Lack of alignment with AHEAD model/federal priorities
o Existing model incentives and programs already address IP LOS
o Measure results show MD already performs well

o Rising mean IP LOS is result of moving lower-acuity patients to OP
settings
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I Comment Letters: Implementation Concerns

e Inadequate risk adjustment
e Request to focus policy exclusively on patients discharged to home

e Request for "Monitoring-Only" status or delay in implementation
e Concerns about premature discharge/patient safety

e Need to exclude outlier cases (behavioral health, complex social
needs)
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I Staff Response: IP LOS Policy Not Aligned with AHEAD

e The rapid increase in IP LOS, if continued, is likely to threaten model
financial viability and worsen ED crowding and patient outcomes.

e While alignment with AHEAD policies is an important priority, staff
believes action is needed to ensure financial viability and address ED
LOS.

e Incentives in the surge policy could similarly worsen IP LOS, so it is
appropriate for the Commission to enact counterbalancing measures.

e The model does incentivize managing IP LOS. However, it appears
existing incentives have not been clear enough to prevent IP LOS growth
for most hospitals and below-average performance for some.
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I Stakeholder Concern: Worsening IP LOS Due to Rising Acuity

e The TCOC Model encouraged hospitals to treat lower-acuity patients in
outpatient settings

e Because of this shift, the patients remaining in inpatient care are sicker
and thus require longer LOS
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Il Staff Response: Worsening IP LOS Due to Rising Acuity

o Staff investigated this issue in several ways

o Evaluating change in IP LOS over time with risk adjustment to account for
patient acuity

o Evaluating mean IP LOS changes for patients undergoing major surgery that
has never been the target of diversion to OP settings

o Evaluating change in total bed days as well as mean LOS
o Evaluating correlation between volume shift to OP and growth of IP LOS

e None of these analyses support the stakeholder contention that increasing IP
LOS is the result of model dynamics outside of hospital control
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I (P LOS Rise Not Caused by Moving Lower-Acuity Patients to OP

Baseline Scenario

Reduced Acuity Scenario

Increased Bed Days +
Lower Acuity Scenario

Patient

Unit

LOS

Patient Unit LOS

1

CCU

1 CCU 8

2

Med/Surg

3 Med/Surg 2

Bed Days: 8
Patients:
Mean LOS: 4

2

Patient Unit LOS
1 CCU 6

2 Med/Surg 2
Bed Days: 6
Patients: 1
Mean LOS: 6

Bed Days: 8
Patients: 1
Mean LOS: 8
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Il Stakeholder Feedback: Risk Adjustment Issues

e HCUP national norms do not reflect Maryland's higher acuity case mix.

e Model ignores Academic Center specialization and lacks necessary
peer grouping.

e Policy fails to adjust for discharge disposition or post-acute care
shortages.

e External delays like payer prior authorizations or administrative denials
are not addressed.

e Need to exclude or adjust for complex outlier cases like behavioral
health boarding.
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Bl Staff Response: Risk Adjustment Issues

Staff has updated the policy to address outliers (guardianship, payer delays, behavioral
placement) by winsorizing at 30 days of IP LOS

The risk adjustment methodology reflects a similar approach used in Commission-approved
quality policies.

APR-DRG/SOIl/payer adjustment account for differences in acuity.
o SOl was specifically designed to address utilization outcomes like LOS

o The HCUP survey includes AMCs as well as behavioral and complex cases, so these
are risk-adjusted appropriately

Adjusting by Medicaid status within payer category accounts for social factors
Maryland AMC’s have higher mean LOS than AMC’s elsewhere after risk-adjusting

As in other policies, assessing Improvement effectively controls for hospital-specific factors
(AMC, low SES, etc) not addressed by risk adjustment
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I Staff Response: Additional Implementation Concerns

e Request for "Monitoring-Only" status or delay in implementation
o Staff agree and have updated the policy to monitoring-only for RY 2028 and will propose
financial penalties and rewards starting in RY 2029 or RY 2030.

o Future payment policy should:

m Include IP LOS as part of portfolio of hospital quality and population health incentives
non-Medicare hospital global budgets.

m Maintain current revenue at risk for hospital quality and population health (i.e., part of the
6 percent at-risk) and be included under the maximum revenue guardrail policy.

e Concerns about premature discharge/patient safety

o Staff agrees that managing IP LOS could result in premature discharge. Existing quality
programs (RRIP, QBR) are likely to detect unanticipated consequences of the IP LOS policy.
Future policy should set revenue at risk for IP LOS lower than that for readmissions
specifically to avoid this issue.

AW maryland
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Il Hospital Concerns: Post-Acute Care Barriers

e Post-acute care capacity constraints and barriers are often outside of
hospital control

e Systemic drivers include behavioral health boarding, guardianship delays,
and pediatric overstays

e (Care transition delays directly impact IP LOS

e Hospitals identify lack of coordination between payers, post-acute
providers, and state agencies as a major hurdle

e Need for policy alignment with ongoing work from the MHCC Post-Acute
Care Workgroup and ED WTR Commission
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Il Staff Response: Post-Acute Care Barriers

e Statewide, patients discharged to post-acute care have an IP LOS above the national average.

e However, Staff analysis suggests excluding patients discharged to SNF is unnecessary and has
negative policy implications

o Hospital IP LOS performance is inversely correlated with the volume of post-acute
discharges — Hospitals with more SNF discharges have lower IP LOS

o Hospitals with long LOS for SNF patients also have long LOS for those discharged home,
indicating elevated IP LOS is a hospital issue, rather than one due mostly to external factors

o Management of patients requiring SNF care represents an opportunity for hospitals to
improve quality of care and IP LOS

o Improvement component of policy effectively adjusts for hospital and regional factors (such
as SNF availability) that influence IP LOS

e [P LOS reporting will include stratification by discharge destination. Staff will monitor and
propose policy changes as necessary
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B Final Recommendations

1. Implement a monitoring program for all-payer inpatient length of stay (IP LOS)
for acute-care hospitals.

2. Assess the risk-adjusted, mean IP LOS for acute admissions, with clinical
exclusions and winsorization to minimize the effect of extreme outlier cases.

3. Provide summary level reports and patient level files that allow hospitals to track
IP LOS and stratify by patient characteristics (i.e., primary diagnosis, patient
disposition) or other factors to identify areas of opportunity.

4. Publicly report hospital IP LOS performance at HSCRC Commission meetings.

5. Propose inclusion of IP LOS for payment in RY2029 or RY2030 as part of the
portfolio of hospital quality and population health incentives for Maryland Global
Budgets (i.e., non-Medicare hospital global budgets).

6. Monitor to ensure the policy achieves its intended result (lower IP LOS and ED
LOS) without unintended effects on readmission rates and ED revisits.
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Appendix: Additional Analytics
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B °5°% of MD Hospitals Have Risk-Adjusted IP LOS Higher Than

National Average
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Source: HSCRC FY2025 Casemix, risk adjusted for APR-DRG, and payer using 2023 HCUP norms



I Between 2018 and 2024, IP LOS Increased at Most Hospitals
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I There Was a Net Gain in Statewide Bed Days Over Time
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I P LOS and IP Volume Changes Are Minimally Correlated
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I \aryland AMCs had higher LOS compared to national AMCs
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I P LOS Is Lower at Hospitals with More Post-Acute Discharges

This suggests operational

1.27 . issues at some hospitals
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I Measurement Methodology

e EXclusions:

Discharges leaving against medical advice
Transfers out to other acute care settings
Expired cases

Shock trauma

Chronic and rehabilitation services
Unknown discharge dispositions

O O O O O O

e Performance will be measured against national averages (expected values) after
adjusting for patient risk factors such as diagnosis (APR-DRG), severity of iliness
(SOI), and payer.

e [P LOS values > 30 days are capped at 30 days to address concerns regarding
outliers

e Expected values are estimated using the 2023 HCUP National Inpatient Sample

k¥ health services 25
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e Exclude APR-DRG/payer groups that have norms based on <
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List of Abbreviations

Abbreviation Definition

AHEAD Achieving Healthcare Efficiency through Accountable Design
APR-DRG All Patients Refined Diagnosis Related Groups
CMS Centers for Medicare & Medicaid Services
CcY Calendar Year

ED Emergency Department

FY Fiscal Year

GBR Global Budget Revenue

HCUP Healthcare Cost and Utilization Project
HSCRC Health Services Cost Review Commission
P Inpatient

IP LOS Inpatient Length of Stay

LOS Length of Stay

MHA Maryland Hospital Association

O/E Observed-to-Expected Ratio

PMWG Performance Measurement Work Group
RRIP Readmission Reduction Incentive Program
RY Rate Year

SNF Skilled Nursing Facility

SOl Severity of lliness

TCOC Total Cost of Care
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Key Methodology Concepts and Definitions

Diagnosis-Related Group (DRG): A system to classify hospital cases into categories that are similar in
clinical characteristics and in expected resource use. DRGs are based on a patient's primary diagnosis and

the presence of other conditions.

All Patients Refined Diagnosis Related Groups (APR-DRG): Specific type of DRG assigned using
Solventum (formerly 3M) software that groups all diagnosis and procedure codes into one of 328 All-Patient

Refined-Diagnosis Related Groups.

Severity of lliness (SOI): 4-level classification of minor, moderate, major, and extreme that can be used

with APR-DRGs to assess the acuity of a discharge.

APR-DRG SOI: Combination of diagnosis-related groups with severity of illness levels, such that each
admission can be classified into an APR-DRG SOl "cell" along with other admissions that have the same

diagnosis-related group and severity of iliness level.

Case-Mix Adjustment: National norms for LOS (i.e., normative value or "norm") are derived from the
HCUP National Inpatient Sample by APR-DRG/SOI. Expected LOS for each hospital is derived by summing

the LOS norms for each patient discharged during the measurement period.

Observed/Expected (O/E) Ratio: LOS performance is calculated by dividing the observed LOS by the

expected LOS. Expected LOS is determined through case-mix adjustment using national norms.

Risk-Adjusted LOS: Observed LOS divided by Expected LOS, multiplied by the National Base Year Mean
LOS.

ED Boarding: The practice of holding admitted patients in the emergency department after they have been
assigned an inpatient bed, typically due to lack of available inpatient beds. ED boarding is a direct

consequence of constrained inpatient capacity and prolonged inpatient length of stay.

Improvement Score: A measure of change in a hospital's risk-adjusted LOS from the base year to the

performance year, expressed as a percentage.

Attainment Score: A measure of a hospital's risk-adjusted LOS relative to a fixed threshold, indicating

absolute performance rather than improvement.
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Recommendations

These are the final recommendations for the Inpatient Length of Stay Incentive Program (IP LOS):

1. Implement a monitoring program for all-payer inpatient length of stay (IP LOS) for acute-care
hospitals.

a. Assess the risk-adjusted, mean IP LOS for acute admissions, with clinical exclusions and
winsorization to minimize the effect of extreme outlier cases.

b. Provide summary level reports and patient level files that allow hospitals to track IP LOS
and stratify by patient characteristics (i.e., primary diagnosis, patient disposition) or other
factors to identify areas of opportunity.

c. Publicly report trends in IP LOS statewide and by hospital at HSCRC Commission
meetings.

2. Propose inclusion of IP LOS for payment in RY2029 or RY2030 as part of the portfolio of hospital
quality and population health incentives for Maryland Global Budgets (i.e., non-Medicare hospital
global budgets).

3. Monitor to ensure the measurement approach is valid and the policy is achieving its intended result
(lower IP LOS and ED LOS) and for unintended consequences, including readmission rates and ED

revisits.

Introduction

Maryland hospitals have been and are currently funded under an all-payer global budget revenue system
with a fixed annual revenue cap set by the Maryland Health Services Cost Review Commission (HSCRC or
Commission) under agreements with the Centers for Medicare and Medicaid Services (CMS) for the state
to operate the All-Payer Model (Calendar (CY) 2014- CY 2018), the Total Cost of Care (TCOC) Model (CY
2019-CY 2025), and the current AHEAD model (CY 2026- CY 2035). Maryland’s global budget system,
which provides hospitals with annual prospective budgets, guarantees Maryland hospitals a greater source
of financial stability and provides incentives to shift services to the most appropriate care setting and reduce
potentially avoidable utilization. The HSCRC adjusts hospital global budgets for quality of care and patient
experience through pay-for-performance policies that assess areas of national focus (e.g., hospital acquired
complications, readmissions) and areas of opportunity that are unique to Maryland and global

budgets. HSCRC also monitors and publicly reports measures for key areas of interest, including areas

under consideration for future payment policy.

The Inpatient Length of Stay (IP LOS) Policy is being proposed to the Commission to address concerns
related to significant post-pandemic growth in IP LOS at Maryland hospitals. Extended hospital stays are

sometimes unavoidable. In other instances, patients remain hospitalized for longer than necessary due to

ineffective initial treatment, poor discharge planning, or other hospital-specific factors. This can result in




¢ maryland

@ health services

cost review commission

poor patient outcomes and financially strained healthcare institutions. Prolonged inpatient LOS, and the
resulting reduction in available open inpatients beds, is also a key factor in extended emergency
department LOS. Currently, Maryland’s emergency departments are among the most crowded in the nation,

and managing IP LOS is a critical piece of managing this issue.

While the majority of Maryland hospitals are at or below the national average for IP LOS, incentives in this
area are still needed. Maryland has fewer inpatient beds per capita than most states, so absent better
performance on IP LOS, hospitals may experience bed capacity issues. Additionally, implementation of an
IP LOS policy counterbalances the incentives of the surge policy, which provided emergency funding to
support extreme patient loads during the winter respiratory illness season. Without such a counterweight, it
is possible that the surge policy would result in worsening IP LOS that would place more Maryland hospitals

above the national average.

Policy development for this and other State hospital incentive programs is vetted with stakeholders and
approved by the Commission to ensure the programs strike a balance between driving needed changes
and avoiding unanticipated consequences. For purposes of the RY 2028 IP LOS Policy, staff vetted the
potential recommendations with the Performance Measurement Workgroup (PMWG), the standing advisory
group that meets monthly to discuss Quality policies. Based on stakeholder input, and given the current
transition to the National quality programs, staff propose to monitor IP LOS for RY2028 and revisit payment
options in RY2029 or RY2030 in conjunction with the transition to Maryland quality programs (i.e., programs

impacting hospital global budgets for non-Medicare FFS patients).

Background

One of the central motivations for this policy is a paradox that has emerged in Maryland hospital utilization
trends: even as the number of inpatient admissions have declined—an outcome consistent with the goals of
global budgets and Total Cost of Care accountability—overall inpatient utilization, as measured by total

bed-days, has increased. This divergence arises because reductions in admission volume have been more
than offset by increases in the average length of each stay. The result is that hospitals are caring for fewer
patients in aggregate, but those patients are occupying beds for longer periods, consuming proportionally

more capacity per episode of care.

This dynamic has direct implications for the financial sustainability of the AHEAD model. Global Budget
Revenue is premised on the idea that hospitals can manage both the volume and the intensity of inpatient
utilization with fixed funding. When bed-days rise even as admissions fall, it signals that inpatient resources
are not being freed up at the rate the model anticipates. Hospitals operating with elevated LOS face
constrained physical capacity, which in turn limits their ability to respond to surges in demand, coordinate

effectively with post-acute partners, and avoid the boarding of admitted patients in the emergency

department. In short, declining admission volume is a necessary but not sufficient condition for model
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sustainability—it must be accompanied by a proportional reduction in LOS to translate into genuine
efficiency gains. The IP LOS incentive is designed to close this gap by targeting the dimension of inpatient

utilization that has, to date, been moving in the wrong direction.

While incentives exist to improve IP LOS through global budgets and TCOC accountability, those incentives
have not prevented marked growth in IP LOS. Thus, staff believe a policy focused explicitly on IP LOS,
similar to RRIP for readmissions, is necessary to optimize care delivery and accelerate progress toward
national norms. This is particularly true now that the recently approved surge policy provides incentives

based, in part, on bed-days, which could potentially result in further increases in IP LOS.

Impact on Emergency Department Length of Stay

One of the primary rationales for implementing an IP LOS policy is its potential impact on emergency
department operations. When inpatient beds are occupied by patients with prolonged stays, the hospital's
capacity to admit new patients from the emergency department is constrained. This creates a "backup"
effect where admitted patients must wait—or "board"—in the ED until an inpatient bed becomes
available.This boarding accumulation leads to longer wait times for all ED patients, delayed treatment for

new arrivals, ambulance diversion, increased patient safety risks, staff burnout and reduced quality of care.

In Maryland, the correlation between IP LOS and ED LOS at the hospital level is 0.5 (Figure 1), indicating
moderate correlation. Because of this relationship, as well as the clear operational linkage between IP LOS
and ED boarding, staff concluded that achieving the policy's multi-year goal of bringing IP LOS at all

Maryland hospitals toward the national average could result in significant reductions in ED boarding hours,

improved ED throughput, enhanced patient experience, and better clinical outcomes.
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Figure 1. Inpatient and ED Length of Stay for Admitted Patients By Hospital, FY2025
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Maryland Hospital Performance
The following section provides an overview of Maryland hospital performance on IP LOS, evaluation of
factors that may account for longer IP LOS, and addresses questions and concems raised by

stakeholders.

Staff evaluated IP LOS of Maryland hospitals against the national average using data from the Healthcare
Cost and Utilization Project (HCUP) National Inpatient Sample, a representative sample of discharge
records from non-federal acute-care U.S. hospitals maintained by the federal Agency for Healthcare Quality
and Research. The most recent survey data is from 2023. In FY2025, patients at 20 of the State’s acute-
care hospitals experienced IP LOS longer than the most recently available national average (Figure 2), with

the highest mean LOS at a Maryland hospital more than 75% higher than the national average.
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Figure 2. Mean IP LOS of Maryland Hospitals, FY2025
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To gauge whether this comparison was impacted by differences in patient acuity between Maryland
hospitals and those elsewhere, staff indirectly standardized the IP LOS of Maryland hospitals using national
norms by APR-DRG, severity of illness and payer derived from the NIS. In the risk-adjusted analysis, one
quarter of Maryland hospitals continued to have IP LOS higher than the national average (Figure 3). More
than 38 percent of the state’s hospital stays occur at facilities with IP LOS higher than the national average.
Staff assessed the degree to which hospital performance was influenced by including in the analysis norms
calculated on a patient group of less than 30, which can occur when there are few patients in the NIS with a
particular combination of APR-DRG, severity indicator and payer. The OE ratios calculated after excluding

cells with fewer than 30 patients were correlated at >0.99 with the original ratios, leading staff to conclude

that small cell size was not a source of measurement error.
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Figure 3. IP LOS Observed/Expected Ratios for Maryland Hospitals, FY2025
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The performance of Maryland hospitals in FY2025 followed several years of increasing LOS. Between 2018
to 2024, IP LOS at most hospitals in the State increased more than 10%, while some increased more than

20%. Only two of the State’s hospitals experienced decreases during the period (Figure 4).

Figure 4. Change in IP LOS for Maryland Hospitals, FY2018-2024
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Evaluation of Factors Leading to Longer IP LOS
There are several potential reasons for rising IP LOS, including some related to factors largely beyond the
control of hospitals. Staff evaluated these explanations empirically to ensure that the policy incentivizes an

outcome that is meaningfully responsive to hospital-led interventions.

One leading explanation is that the shift in IP LOS was the result of TCOC Model dynamics, in that
incentivizing a reduction in inpatient discharges directed a sizable population of low-acuity patients from
inpatient services to lower-acuity settings. This would result in a longer average LOS for the remaining

patients due to their higher acuity.

Staff expected that if this theory were correct, Maryland’s performance would fall in line with that of the
nation after risk adjustment. However, while implementation of risk adjustment moved some Maryland
hospitals in line with the national average, a significant portion of facilities remained above the national

average.

To address the possibility that this risk-adjustment approach was not completely effective in controlling for
patient acuity, staff evaluated the statewide change in both IP discharges and IP bed-days over time. If the
IP LOS issue were driven by removal of the low-acuity population, we would expect to see discharges fall

with a corresponding small decrease in bed-days. Instead, there was a net gain in statewide bed-days over

time, indicating that utilization for higher-acuity patients increased (Figure 5).

Figure 5. Patient Bed-Days vs. Observation and Inpatient Discharges, FY2018-2024
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Staff also evaluated the association between inpatient volume changes and CY2025 IP LOS performance.
If the shift to lower-acuity settings was behind rising IP LOS, one would expect that the hospitals with the
largest volume decreases would have the highest risk-adjusted IP LOS. However, the analysis indicated

that IP LOS and volume changes are minimally correlated (Figure 6).

Figure 6. Association Between FY 2025 Inpatient Length of Stay and Volume Changes, 2018-2025
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Finally, staff identified several cohorts of patients, including those undergoing heart bypass and other major
surgery, whose care has been consistently delivered on inpatient services for the duration of the TCOC
Model. Staff hypothesized that if the growth in low-acuity unregulated care were responsible for rising IP

LOS, these cohorts would exhibit stable LOS over time. However, significant increases in IP LOS were

observed in these inpatient-only cohorts (Figure 7).
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Figure 7. Change in IP LOS By Hospital for Inpatient-Only Procedures, 2018 vs 2024 FY
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Another possibility is that payment practices specific to government insurance programs drive increasing IP
LOS. Staff evaluated this theory by comparing hospital IP LOS performance by payer. This analysis
indicated that hospitals with risk-adjusted LOS longer than the national average perform similarly regardless

of payer, indicating that the issue is likely not related to payer policies.

An additional theory is that the TCOC Model created incentives for hospitals to unnecessarily lengthen LOS
at the close of the fiscal year to avoid falling under global budget revenue targets. Staff evaluated this by
reviewing quarterly changes in IP LOS for the past several years. This analysis (Figure 8) indicated that
there is marked variation in IP LOS by quarter. However, the longest LOS regularly occurs in the first

quarter of the calendar year, when respiratory illnesses peak. The second quarter, which coincides with the

close of the rate year, typically sees the lowest IP LOS of the year.
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Figure 8. Variation in Inpatient Length of Stay by Calendar-Year Quarter
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Staff also investigated the possibility that IP LOS is associated with differences among patients and within
hospitals operating in low-income environments. Risk-adjusted hospital IP LOS was evaluated for each of

the state’s seven regions. While rural areas generally had lower IP LOS, three of the state’s regions,

including the affluent Suburban Washington area, contained hospitals with risk-adjusted IP LOS above the
national average.
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Figure 9. Risk-Adjusted Hospital IP LOS By Region, 2025
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Staff also considered whether post-acute care availability was responsible for elevated IP LOS. Statewide,
patients discharged to post-acute care have IP LOS above the national average, while those discharged
elsewhere have IP LOS below the national average. However, at the hospital level, IP LOS is minimally
(and inversely) correlated with volume of post-acute discharges. This suggests that operational issues at

some hospitals are lengthening LOS for patients regardless of discharge destination, and that the IP LOS

policy could improve efficiency and patient experience at these facilities.
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Figure 10. Risk-Adjusted Hospital IP LOS vs. Percent of Patients Discharged to SNF, 2025
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A final possibility is that the performance of Maryland hospitals as compared to the nation is the result of
random variation rather than differences in hospital operations. However, an analysis of risk-adjusted
hospital performance over time indicated that hospitals performing below the national average in CY2025

experienced similar performance in prior years (Figure 11). Because of this, staff concluded that the factors

driving elevated LOS are related to hospital operations rather than random variation.
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Figure 11. Annual Variation in IP LOS, CY2022-2025
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After evaluating several potential causes of rising IP LOS that are unrelated to hospital performance, as well
as information on a number of successful hospital-led IP LOS interventions described in peer-reviewed
literature, staff concluded that hospital operations are a significant factor in IP LOS, and that a policy

incentivizing improvements in IP LOS would benefit patients, hospitals, and the State’s healthcare system.

Measurement and Incentives Overview

This section provides an overview of the IP LOS performance measure. Due to the significant uncertainty
around the structure and operational impact of changes to HSCRC policies under the AHEAD model, staff
recommends monitoring of the measurement component of the IP LOS policy for RY2028. Additionally,
staff recommends integration of IP LOS measure into the RY2029 or RY2030 quality programs, which will
adjust the Maryland hospital global budgets (i.e., non-Medicare FFS global budgets set by HSCRC). Staff
recommend that IP LOS be adopted as part of the portfolio of hospital quality and population health pay-for-
performance incentives with the total revenue at-risk for this portfolio not to exceed the Medicare incentives.
This includes consideration of this incentive under the maximum revenue guardrail policy. Additional

discussion of incentive details may be found in Appendix A.

Performance Metric

Measurement

The policy will measure all-payer risk-adjusted inpatient length of stay (IP LOS) for acute-care hospitals.




-

p: maryland
é‘g heélth services

cost review commission

Proposed Exclusions

The following discharge types are excluded from measurement:

Exclusion Category Rationale

Discharges leaving against medical advice Patient-driven departure, not reflective of hospital
performance

Transfers out LOS attributed to receiving hospital

Expired cases Clinical outcomes measure, not LOS efficiency

Shock trauma and discharges from long term | Unique clinical circumstances not comparable to

care beds general admissions

Unknown discharge dispositions Data quality concern

Risk-Adjustment Methodology

Expected LOS will be calculated as the average LOS by APR-DRG, SOI, and payer (Commercial,
Medicare, Medicaid, Other) from the 2023 HCUP National Inpatient Sample. Total Observed IP LOS will be
calculated as the sum of the actual observed LOS (capped at 30 days) for each patient discharged during
the measurement period. Total Expected IP LOS for each hospital is derived by summing the Expected
LOS for the same patients. The performance metric is the total Observed IP LOS divided by the total
Expected IP LOS (O/E Ratio). Hospitals that performed at the same level as the nation will have an O/E
Ratio of 1. An O/E Ratio of <1 indicates better performance while a ratio > 1 indicates worse performance
compared to the national benchmarks. While the O/E ratio is often multiplied by the unadjusted average
from the reference population to obtain the risk-adjusted average, the pay-for-performance methodology

proposed here will use the O/E ratio.

Stakeholder Feedback

Comment letters on the Draft IP LOS Policy were received from Health Means Everything Consumer
Alliance (HME), the Maryland Hospital Administration (MHA), Adventist Health, Frederick Health, Johns
Hopkins Health System (JHHS), Lifebridge Health, Luminis Health, MedStar Health, and the University of

Maryland Medical System (UMMS). Letters expressed several concerns about the draft policy and made
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suggestions for improvements. Several commenters argued that the aims of the Policy were already
sufficiently incentivized by other HSCRC Policies, that the Policy did not adequately account for patient risk-
profiles (particularly among academic medical centers), that the Policy would punish hospitals for structural
barriers outside of their control, that the IP LOS Policy would interfere with implementation of the AHEAD
model, and that the timeline of the Draft Policy was overly aggressive. Figure 16 provides an overview of

the comments received and is followed by a discussion of the feedback along with staff responses.

Figure 16. Summary of Stakeholder Comment Letters

Stakeholder Comment Letters Adventist Frederick LifeBridge Luminis MedStar

for RY 2028 IP LOS HealthCare Health Health Health

Redundant to Incentives in GBR X X X X X X
and QBR

Misalignment with the AHEAD X X X X X X X X
Model

External Factors Outside of X X X X X X X X

Hospital Control

Inadequate Risk Adjustment X X X X X X X

Need for Monitoring to Avoid X X X
Unintended Consequences

Timing of Policy Implementation X X X X X X X X

Redundancy of the IP LOS Policy Due to Incentives Already in Place through GBR and QBR:
Adventist, JHHS, Luminis Health, MedStar, MHA, and UMMS questioned the need for an IP LOS policy
given the incentives already in place under the Maryland Model. Adventist and UMMS additionally raised

concerns about additional revenue-at-risk under the IP LOS policy.

Staff Response: While the current model does incentivize managing IP LOS, the rapid increase in IP LOS
in recent years indicates that existing incentives have not been clear enough to prevent this growth. The IP
LOS policy will be “monitoring-only” for RY 2028. If incentives are introduced in subsequent rate years,
they will be included as part of the current revenue at risk for hospital quality and population health (i.e., part

of the 6 percent at-risk) and be included under the maximum revenue guardrail policy.

Difficulty with Alignment to AHEAD: Adventist, Frederick, JHHS, LifeBridge, Luminis, MedStar, MHA,
and UMMS argued that resources were better directed towards implementing the AHEAD model rather than

creating state-specific policies.

Staff Response: While staff appreciate the difficulties of navigating the AHEAD transition, the magnitude of

the State’s current issues with ED overcrowding and growth in IP LOS requires immediate action. IP LOS

has increased rapidly, and if this growth continues, it would likely threaten the financial viability of the
AHEAD model.
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Influence of Systematic Issues Beyond Hospital Control and Outliers: Adventist, Frederick, JHHS,
Luminis Health, MedStar, MHA, and UMMS argued that deficits in post-acute bed capacity, payer
authorization delays, and patient social factors contribute to prolonged LOS and are outside of the hospital's
control. Adventist, Frederick, and UMMS additionally recommended that the IP LOS policy focus only on

patients discharged to their homes.

Staff Response: Staff acknowledge that patients who are discharged to post-acute care have longer IP
LOS than patients discharged home. However, we also found that hospitals with a higher percentage of
post-acute discharges also tended to have better performance on the IP LOS measure, suggesting it is
possible to develop efficient discharge workflows under current capacity. We found that hospitals with
prolonged LOS on patients discharged to post-acute settings also tended to have prolonged LOS on
patients discharged home, pointing to hospital-level factors driving IP LOS performance rather than external
factors. Additionally, excluding patients discharged to post-acute settings would have negative policy
implications and remove an opportunity for hospitals to improve quality of care for all of their patients. We
will stratify IP LOS reporting by discharge destination and staff will monitor for unintended consequences

and propose policy changes as necessary.

Methodology for Risk Adjustment: Adventist, JHHS, LifeBridge, Luminis, MedStar, MHA, and UMMS
raised concerns about the proposed risk-adjustment methodology, including the use of HCUP data to
establish national benchmarks, and lack of adjustment for social and legal factors that may contribute to
prolonged LOS. JHHS and UMMS additionally argued that the proposed methodology did not adequately

account for the patient complexity at AMCs.

Staff Response: The proposed risk-adjustment methodology is similar to the approaches used in the
Commission-approved RRIP, MHAC, and QBR policies. The APR-DRG system and SOl were specifically
designed to address differences in utilization outcomes like LOS across hospitalizations. The HCUP survey
is also designed to be representative of discharges from all non-federal acute-care hospitals in the US, and
includes data from AMCs as well as behavioral health and complex medical cases. We have also amended
the policy to cap each individual patient's stay at 30 days for the purposes of calculating a hospital's

average LOS to minimize the effect of these outlier cases..

Need for Monitoring to Avoid Unforeseen Consequences: HME, JHHS, and MHA raised concerns
about potential unintended consequences of the draft IP LOS policy; HME recommended (1) monitoring for
premature discharge, particularly for elderly patients and those with complex medical or behavioral health
needs; (2) working with insurers and providers to ensure safe discharges, and (3) publicly reporting on

program performance to allow consumers to make informed healthcare decisions.

Staff Response: Staff agrees that managing IP LOS could result in premature discharges. However,

existing quality programs, including RRIP and QBR, will likely detect any of these unintended
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consequences. Staff set the revenue-at-risk for the IP LOS policy to be lower than revenue-at-risk for RRIP

specifically to avoid this issue.

Timing of Policy Implementation: All of the hospital systems raised concerns about the timing of the
policy implication; the draft policy designated 2026 as the performance period for RY 2028, but the policy

would not be finalized until June of 2026, half way through the performance period.

Staff Response: Staff have recommended changing the policy to monitoring-only for RY 2028 and
introducing financial penalties and rewards starting in RY 2029 or RY 2030. We will also monitor the policy
to ensure the intended result (lowering of ED LOS and IP LOS) is achieved and to surveil for unintended

consequences, including increased readmissions and ED revisits.

Recommendations

These are the final recommendations for the Inpatient Length of Stay Incentive Program (IP LOS):

1. Implement a monitoring program for all-payer inpatient length of stay (IP LOS) for acute-care
hospitals.

a. Assess the risk-adjusted, mean IP LOS for acute admissions, with clinical exclusions and
winsorization to minimize the effect of extreme outlier cases.

b. Provide summary level reports and patient level files that allow hospitals to track IP LOS
and stratify by patient characteristics (i.e., primary diagnosis, patient disposition) or other
factors to identify areas of opportunity.

c. Publicly report trends in IP LOS statewide and by hospital at HSCRC Commission
meetings.

2. Propose inclusion of IP LOS for payment in RY2029 or RY2030 as part of the portfolio of hospital
quality and population health incentives for Maryland Global Budgets (i.e., non-Medicare hospital
global budgets).

3. Monitor to ensure the measurement approach is valid and the policy is achieving its intended result

(lower IP LOS and ED LOS) and forunintended consequences, including readmission rates and ED

revisits.
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Appendix A: Potential Structure of Incentive Program

This section presents details on how financial incentives for IP LOS performance could be structured for inclusion in RY 2029 or RY 2030 payment
policy.

Performance Targets

Performance targets are modeled similarly to how the targets for the Readmission Reduction Incentive Program were established. Specifically,
hospitals will be assessed on both improvement in IP LOS from a fixed base period and actual performance (i.e., attainment) relative to the nation
during each performance year. Below are the improvement and attainment targets established based on modeling of opportunity and stakeholder
feedback.

Improvement Targets

Figure 12 provides a range of improvement scenarios that were considered and the proposed improvement goal for CY2023 through
CY2028. Given this is a new policy, staff believes the improvement goal should both consider what is required to have all hospitals reach the
national average, as well as historical performance over time to avoid setting an overly aggressive goal that could lead to unintended

consequences. Based on stakeholder feedback, a set base period of CY2023 will be used for measuring improvement in CY 2026. Staff propose a

cumulative improvement of 5 percent over 5-years (CY2023-CY2028) based on historical trends and the goals set forth in this policy.
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Figure 12. Improvement Scenario Options

CY2026
Percent Annualized
#  |Estimating Method Improvement
Improvemsant | Improvement Threshold
1 Statewide improvement, CY2023-CY2025 -1.05% -0.21% A.63%
2 |Mean hespital improvement, CY2023-CY2025 -1.28% -0.25% 4.76%
hzan hospital improvement among hospltals with : .
3 reduchions, CY2023-CY2024 -3.72% 0.75% -2.25%
4 Statewide change if &l hospitals with an O/E Rabo greater 435% 0.89% 2A3%
han 1, mprove o1 in CY 2023
Statewide change if &l hospitals with an O/E Rabo greatar ; ;
5 than 1, improve to statewide median in CY2023 6.56% 1355 3.99%
Improwvement from the mean O/E ratie of those greater
|7 -1.82% -5.36%
8 than 1in CY2023 10 1
Preposed Improvemeant Goal | 00w -1.02% 3.03%

Using the 5 percent improvement goal, Figure 13 shows the proposed improvement scale for scaling revenue adjustments based on CY2023 to
CY2026 performance. The threshold of -3.03 percent is the improvement needed to avoid being penalized. The maximum penalty was set at the

mean improvement for the worst decile of improvement from CY 2023 to CY 2025. The maximum reward was linearly extrapolated from the

threshold and the maximum penalty.

Figure 13. Improvement Scale

LOS % IP Revenue Payment Adjustment LOS % IP Revenue Payment
Adjustment
Improving -10.22% 0.50%
-9.50% 0.45%
-8.78% 0.40%
-8.06% 0.35%
-7.34% 0.30%
-6.63% 0.25%
-5.91% 0.20%
-5.19% 0.15%
-4.47% 0.10%
-3.75% 0.05%
Threshold -3.03% 0.00%
-2.31% -0.05%
-1.59% -0.10%
-0.87% -0.15%
-0.15% -0.20%
0.56% -0.25%
1.28% -0.30%
2.00% -0.35%
2.72% -0.40%
3.44% -0.45%
Worsening 4.16% -0.50%
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Attainment Targets

Figure 14 provides the proposed attainment scaling. The attainment threshold is set at O/E Ratio of 1 from CY 2023, adjusted for the improvement
threshold determined above. While the attainment threshold could be set at the O/E ratio of 1.0, staff have historically included the improvement
goal into the attainment standards for readmissions to further emphasize improvement. The attainment benchmark (i.e., O/E ratio where hospitals

could receive full reward) was set at the average of the top performing decile of hospitals in CY2023 plus the improvement target.

Figure 14. Attainment Scale

LOS % IP Revenue Payment Adjustment LOS % IP Revenue
Payment Adjustment

Improving 0.7859 0.50%
0.8043 0.45%

0.8227 0.40%

0.8411 0.35%

0.8594 0.30%

0.8778 0.25%

0.8962 0.20%

0.9146 0.15%

0.9329 0.10%

0.9513 0.05%

Threshold 0.9697 0.00%
0.9881 -0.05%

1.0064 -0.10%

1.0248 -0.15%

1.0432 -0.20%

1.0616 -0.25%

1.0800 -0.30%

1.0983 -0.35%

1.1167 -0.40%

1.1351 -0.45%

Worsening 1.1535 -0.50%
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Revenue Adjustment Modeling

Figure 15 provides statewide revenue adjustments using the parameters set above and CY2025 data as a proxy for CY2026 performance. Given
that the majority of hospitals perform better than the national average, the net statewide adjustments are +0.3 percent (estimated at +$3.6

million). Of the 40 hospitals included in the policy, 11 would be penalized a total of 0.08 percent due to increases in IP LOS or improvements less
than the improvement threshold and O/E ratios greater than attainment threshold (estimated at -$9.4 million). By hospitals modeling is provided in

Appendix B and an excel modeling workbook has been provided to stakeholders and can be provided upon request.

Figure 15. Statewide Revenue Adjustment, Base 2023 vs CY 2026 (CY 2025 used as proxy)

Summmary

Statewide Revenue $12,379,325,935

% Better of Attainment/  Rewards (28 Hosp.) $13,017,011] Statewide Percent:  0.11%
Improvement Penalties (11 Hosp.) (39,3002 283)] Statewide Percenmt: | -0.08%
Net Revenue Adjustment $3,624,728] Statewide Percent:  0.03%)

AHEAD Model Considerations

Staff will discuss inclusion of the IP LOS revenue adjustment in the CMS HGBs. If this is not possible, staff will update the policy so that all-payer

performance is used to adjust revenue for State HGBs for non-Medicare revenue.
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Appendix B: By Hospital Modeling

Modeling of Revenue Adustments by Hospital (0526/2026) Improvement Scaling Attainment Scali Final Adustment
£ 24 Ectimatss CoE R -T: tEsfar o RV 25 Prim A';J::::l
HO $FTAL 1D HO #P1T AL NAME Pemmansnt -::iml Ess 2023 f.‘:'f :'_“:.' Targst m’::: :&Tﬂ; '.':::.:: avarags s | o Revemus :.m; :“l:'-om“‘::': mo::; “B';::::'or
ot o] Reven . | premm . K . K L e T K - -1 -1 Afsinment ™
210001 [Meritus 5307, 533 751 0.8588 08921 3.91%| -3.03% -0.48% -51,476,182] 0.8521 0.9897 0.21% 5845 831 S845 83 0.21% (At
210002|UMME 51,887 872778 1.0388 1.0805 211%| -3.03% -0.25% -58,004 343 1.0805 0.9897 -0.25% | -54160682 -S54, 180 682 -0.25% [Att
OM-Capi=l Region
210003 |Med 5334,294 599 0.5448 387%| -3.03% -0.47% -51,571.186| 05732 0.9897] -0.03% -5100.288 -5100.283 -0.03% [Att
21000 4|Holy Cross 5402 792 218 1. 1.98%| -3.03% -0.35% =51, 409776 1.1022 0.9897 -0.28% | -51450,058 -51,409 78 -0.35% [Imp
D005 |Frederid 5288,140, 344 1. 0.84% | -3.02% -0.25% -5743.965 1.0204 0.9897 -0.14% -5400,528 -5400 555 -0.14% (At
210008 |Mercy 5240 515,478 0. -222%| -3.03% -0.05% -5149709 08373 0.9897 0.05% 5224 584/ 5224 584 0.09% |Att
210008 chrs Hopeins 51,984, 77,053 1. -1.99% | -3.02% -0.07% -51,388,302 1.118 0.9897 -0.36% | -57 144,581 -51,389,302 -0.07% Imp
210011 |4 cension Saint Agnes 5280943 037 0. 2 15%| -3.03% -0.25% -5971, 795 0.9041 0.9897 0.12% 5323932 5323932 0. 12% |Att
20012 (Sinai 357918177 1. 587 -3.02% 0.27% 31.557.871 1.1081 0.9897 -0.37% | -82134,5868 31,557 87 0. Z7% Imp
210015|MedStar Fr Sguare: 5437038002 0. 3.39%| -3.03% -0.44% -51,8922 967 0.9571 0.9897 0.03% 131,111 3411 0.03% |Att
21001 8|Adventist White Crak 5308,848 357 1 -521%| -3.03% 0.22% SO74696 11183 0.9897 -0.40%| -51,238 8593 874829 0.22% lmp
00T |Sarrett 530,285 858 0.7 -0.91%| -3.03% -0.15% -545435 0.7/08 0.9897 0.50% 5151,428 S151.428 0.50% |Att
210018 |MedStar Menigomery 5110,817, 149 0.87 5.99%| -3.03% 0.21% 523276 0.8268 0.9897 0.39% 5432 187 5432 187 0. 399 |Att
210019|Peninsula 5394 T 979 0. -3.03% 0.17% 3871,121) 0.8415) 0.9897 0.25%] 51381719 51,381.719 0.25% |Att
20022 |Subwrban 5275,339.890 0. -3.03% 0.02% S82802 0.9059 0.9897 0.17% 5458078 5488078 0. 173 |Att
20023 |4nne Arundel 5481,250,402 0. -3.03% -0.30% -51,383,751| 0.9635 0.9897 0.02% 202250 ‘592 250 0.02% |Att
210024 |MedStar Union Mem 5318,870, 786 1. -3.03% 0.26% SB23 864 0.9451 0.9897 0.05% 190,122 5820864 0.28% lmp
210027 W estern Maryland 2202 494 835 0. -3.03% -0.50% 51012473 0.8838 0.9897 -0.04% -380,988 -580 988 -0.04% [Att
10028 MedStar 5t Man's 398,519,520 0 -3.03% -0.14% -3137997 0.8843 0.9897 0.23% B2 FO5 B2 Ro6 0.23% (At
F10023LH Bayview 3522,055,582 1 -3.03% -0.15% -3783,083 1.1403 0.9897 -0.46% | -82 401,458 -5783,083 -0.15% |Imp
0032 |ChristianaCare, Unicn 5114302008 0 -3.03% 0.21% -3240,034) 0.8849 0.9897 0.20% B338 604 B338 804 0.20% (At
20033 |Camoll 5178074349 1] -3.03% -0.40% -5712257] 0.5358 0.9897 0.08% 5142 459 5142 489 0.08% |Att
21003 4|MedStar Harbar 5147837 HE 1] -3.03% 0.08% S118.270) 0.8558 0.9897 0.20% 5443 512 5443 512 0.20% |Att
210035|UM-Char les Regional 5109,840.404 0 -3.03% 0.08% S87.720| 0.8582 0.9897| 0.04% $43.8680 87720 0.08% Imp
20037 |UM-Esston 5182 954 5582 0. -3.03% -0.37% -5439977| 0.9659 0.9897 0.01% 518,295 518,295 0.01% |Att
210038 [UMMC Midtown 5165 503 757 1. -3.03% -0.50% S sy 1.1082 0.9897 -0.38% -5680,914 -5580 814 -0.38% [Att
21p039|Catvert 580 462 162 0.7 -3.03% -0.18% -3161,014 0.FE2T 0.9897 0.50% B44T 281 B44T 261 0.50% (At
210040 |Nortiwest 5185,021 838 1. -3.03% 0.07% S129.518 1.0387 0.9897 -0.19% -5351.541 5129515 0.07% Ilmp
210043 |UM-BWMC 5337081, 709 0. -3.03% -0.05% -5168,531 0.5103) 0.9897 0.16% $539.299 $539.299 0. 18% (At
0044 |GEMC 5285,831,395 0.97 -3.03% -0.33% 5843243 0.9504 0.9897 -0.08% -5171,459 -5171,499 -0.08% |Att
210048 Howserd County 5280,857, 192 0. -3.03% -0.08% 5208 70| 0.5103 0.9897 0.15% 417,420 417420 0. 16% |Att
210049|UNM-Upper Chesspeske 5270 738 543 0. -3.03% -0.07% -31965818] 0.8377 0.9897 0.09% S251, 788 B251 768 0.099% (At
210051 |Dociors 187,925,552 1.07 -3.03% 0.22% $801.363) 0.9572 0.9897| -0.07% -5131.548 801,362 0.32% lmp
0058 [MedStar Good Sam S198 413974 0. 1.02%| -3.03% -0.28% -35409609 0.9732 0.9897 -0.01% -319.6841 -519 841 -0.01% [Att
HD05T [Shady Growe 5384 3365 482 1. -5.31%| -3.02% 0.16% SER293Y| 1.0777 0.9897 -0.29%| -51058 573 ‘S582 037 0. 189 [Imp
210080 |Ft. Washington 539,131,159 1. -584%| -3.03% 0.25% S07. 828 0.9705 0.9897 0.00% 50 S97 828 0.25% lmp
210081 |Atlantic General 540,382 101 0. -2.49%| -3.03% -0.04% -5197653 0.8091 0.9897 0.44% S217.281 5217 281 0,449 |Att
210082 |MedStar Southern MD 5204937843 0. -5.54%| -3.03% 0.24% $491,827) 0.841 0.9897| 0.35% 717,247 ST17 247 0.235% |Att
210083 |UM-5t. Jos $310,535 107 0. 0.825%/| -3.03% -0.37% -5838. 445 0.8580 0.9897 0.21% S062 859 ‘SDE2 859 0.31% |Att
210085 HC -Germantown 5108, 347 854 1. 3.82%| -3.03% -0.46% -3489 199  1.0835 0.9897 -0.268%% - 2378 504 -5278 504 -0.25% (At
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B Executive Summary: Updated DRG-Based Analysis

Scenario’ Total carve out charges % of In-state revenue # of MS-DRGs Flagged

Priorities and Approach

» Protect access to care for rare life-threatening conditions in a way that is manageable for hospitals while considering affordability
for the system as a whole

» The staff proposed DRG list would result in $1.1B carved out of AMC GBRs, $541M carved out associated with MIEMSS
specialty designations, and $280M carved out at other hospitals

Carve out only services that are highly specialized, highly acute and unpredictable

» |ncorporated multiple indicators, including CMI, AMC and specialty hospital case share, and MIEMSS-designated
specialties, within an MS-DRG MDC-guided framework, with clinical refinements where needed to better isolate highly
specialized care

The HSCRC developed list is set to be effective July 1, 2026; staff will align with a CMMI list on January 1, 2028

Baseline volumes for carve-out eligible services will be established using CY 2025 performance inflated to FY 2027 and
volumes will be monitored and updated as needed

Use the 15 percent AHEAD carve-out cap as the monitoring guardrail triggering updates and refinements to the carve-out list

Notes: 1 - The less restrictive scenario includes Quaternary DRGs (DRGs 1-19 and AMC dominant) + Tertiary DRGs (defined as NICU, Burns, Trauma,
Oncology and Cardiology) with clinician adjustments
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Il Stakeholder priorities for defining specialized care and use of the
AHEAD carve-out

Broadening the Scope of
Eligible Services

The current Complexity &
Innovation policy limits funding
eligibility to AMCs only

Stakeholders noted that
expanding eligibility beyond
AMC:s to include certain tertiary
and quaternary services
performed at non-AMCs could
better align with AHEAD goals

o

Simplifying Policy for
Transparency and Stability

Stakeholders expressed support
for a simpler carve-out approach
to improve stability and enable
modeling

Stakeholders agree that complex
care is difficult to manage under
fixed budgets and should remain
a priority for carve-outs under
clear, stable definitions

Several stakeholders
recommended using a DRG
approach and/or the Sg2
tertiary/quaternary DRG list to
define eligible services

$

Use of the AHEAD 15% GBR
Carve-Out

The AHEAD Model provides the
opportunity to increase GBR
carve-outs to 15% of revenue

The expanded 15% carve-out
allowance under AHEAD should
be used deliberately, prioritizing
services that materially improve
AHEAD program alignment

It is important to note that the full
15% cannot be carved out, as
this threshold also includes other
carve-outs (e.g., high-cost drugs)
and accommodates growth and
future innovative carve-out
eligible
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- Defining highly specialized care for GBR carve-out consideration

Highly Specialized Care: Highly specialized and complex care refers to advanced tertiary and quaternary
services for rare or life-threatening conditions delivered at the highest levels of care, defined by staff
specifically as, quaternary and tertiary care at AMCs (i.e. a limited number of hospitals with advanced
resources for treating highly complex cases) and tertiary care at MIEMSS-designated and NCI-designated
specialty centers (i.e., a limited number of hospitals with specialized programs and resources for treating highly
complex cases such as trauma, NICU, cardiac)

Cases considered for carve-out under this policy must meet all three criteria

Highly : :
o : : Highly Variable &
Specialized/ High Acuity Unpredictable

Complexcare

Measured by AMC/Specialty Measured by volume, costs, or

dominance, limited number of Measured by case-mixindex length of'stay variability within and
hospitals with cases within a DRG across hospitals within a DRG
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B Defining highly specialized care for GBR carve-out consideration
Cont....

High acuity # highly specialized

Highlyacute AND specialized Highlyacute but NOTspecialized

Services within areas such as burn care, In contrast, some cardiac services can be
NICU, and trauma can be highly acute and highly acute but broadly distributed (~24
highly specialized, often delivered at a limited hospitals), indicating greater volume
number of designated centers dispersion; they are relatively accessible

rather than specialized

Highly acute and specialized services prioritized for the carve-out should also be unpredictable or
inconsistent in terms of cost, volume, length of stay, or care pathway. These types of cases are not ideal for
a population-based methodology due to their variable nature and therefore would be identified as carve-out

eligible
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I Updated DRG-Based Approach to Identify Highly specialized Care

MS-DRG Based Analysis Approach

1. Carve out Pre-MDC DRGs (1-19) as quaternary care
2. Apply AMC cell dominance and CMI thresholds to identify additional quaternary DRGs
3. Define specialty care using MIEMSS designations:
» Cardiac, Stroke, NICU, Burns, Trauma, and Oncology (NCI designation)
4. Apply AMC + specialty hospital cell dominance and CMI thresholds to identify tertiary DRGs
5. Validate and refine DRG list through:
= Clinical review

= Assessment of completeness of DRG families (Complication or Comorbidity (CC)/Major complication or comorbidity
(MCC) hierarchy)

» Review DRG consistency between FY2023 — FY2025
»  Comparison to CMMI, Sg2, and other stakeholder provided lists

= Ultimately, it is the list that matters and not the methodology so seeking alignment on a list from CMMI
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S Recommended Carve-out Thresholds — Less Restrictive Scenario

The less restrictive scenario includes the same categories as the more restrictive scenario on the previous slide, along with cardiology and
oncology DRGs with clinician adjustments.

Total carve out charges % of In-state revenue* Number of DRGs
$1.9B 9.4% 66
% AMC Contribution to Carve % Specialty Hosp Contribution % Other Hosp Contribution to
out charges to Carve out charges Carve out charges
58% 28% 14%
Categories
Pre-MDC AMC
(DRGs 1- Domi Cardiac Stroke Burn Trauma NICU Oncology
19) ommance
- 50% 90% 90% 90% 50% 60% 60%
Dominance
CMI - 25 2.5 1.5 1.5 2.5 1.5 1.5
Charges in

$654.5 $96.5 $568.1 - $15.4 $319.3 $240.5 $66.5
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I The baseline DRG list was refined through multiple validation
approaches and comparisons

1. Threshold calibration: Thresholds vary across categories for carve-outs to better capture highly specialized services based on DRG
distributions and cost variations associated with different services including areas like NICU that may not meet higher cell-dominance
thresholds

2. Exclusion review: Reviewed and removed from list few select medical DRGs for rehab and psych which met the carve-out services
thresholds

3. Year-over-year validation: The majority of DRGs identified as highly specialized remained consistent from FY 2023 to FY 2025, with
fewer than 10 DRGs newly classified as highly specialized under the same criteria in FY 2025

4. CC/MCC hierarchy validation: Reviewed “With Complication or Comorbidity” (CC) and “With Major Complication or Comorbidity”
(MCC) DRG hierarchy logic to ensure consistency within DRG families, specifically (1) manually adding to the list, the MCC DRG if the
CC variant made the list, but the MCC did not; and (2) No change to instances where the MCC made the list and the CC did not

« Change from the previous iteration to exclude both if the lesser severity DRG met the list while the major DRG did not

5. Comparison to CMMI and other stakeholder developed lists: There was significant overlap between the staff proposed DRG list,
the CMMI lists and other stakeholder-developed lists

« 80 percent overlap between DRGs identified on our lists and CMMI’s initial list. NICU represents a significant portion of revenue
gap

6. Clinical validation: The clinical team found the approach to be directionally sound and analytically rigorous. Discussions also refined

which cardiac DRGs should be considered highly specialized and deemed all spinal fusion DRGs as “standard of care” and not highly
specialized
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I Clinical Validation and Refinement

DRGs manually removed from the Carve-outs lists

The clinical team flagged the following DRGs for removal from carve-out eligible volumes given the high level of volume
dispersion across the AMC and specialty hospitals. They believed that while these cases are highly acute, they are deemed as

“standard of care” rather than highly specialized

226Cardiac Defibrillator Inplant without Cardiac Catheterization with MCC

227 Cardiac Defibrillator Implant without Cardiac Catheterization without MCC

245 AICD Generator Procedures

258Cardiac Pacemaker Device Replacement with MCC

275Cardiac Defibrillator Inplant with Cardiac Catheterization and MCC

276Cardiac Defibrillator Inplant with MCC or Carotid Sinus Neurostimulator

277 Cardiac Defibrillator Implant without MCC

456Spinal Fusion Except Cervical with Spinal Curvature, Malignancy, Infection or Extensive Fusions with MCC
457Spinal Fusion Except Cervical with Spinal Curvature, Malignancy, Infection or Extensive Fusions with CC
458Spinal Fusion Except Cervical with Spinal Curvature, Malignancy, Infection or Extensive Fusions without CC/MCC
459Spinal Fusion Except Cervical with MCC

471 Cervical Spinal Fusion with MCC

Cardiac valve DRGs previously removed from the carve-out list have been reinstated but will be monitored on an annual basis

DRGs flagged for further investigation

4 Tracheostomy with MV>96 Hours or Principal Diagnosis Except Face, Mouth and Neck without Major O.R. Procedures
492 Lower Extremity and Humerus Procedures Except Hip, Foot and Femur with MCC
5150ther Musculoskeletal System and Connective Tissue O.R. Procedures with MCC
653 Major Bladder Procedures with MCC
789 Neonates, Died or Transferred to Another Acute Care Facility
790 Extreme Immaturity or Respiratory Distress Syndrome, Neonate
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https://hscrc.maryland.gov/Documents/AHEAD/Amended%20and%20Restated%20AHEAD%20Model%20Maryland%20State%20Agreement_vFinal_State%20signed_CMMI%20Signed_vPublic.pdf
https://hscrc.maryland.gov/Documents/AHEAD/Amended%20and%20Restated%20AHEAD%20Model%20Maryland%20State%20Agreement_vFinal_State%20signed_CMMI%20Signed_vPublic.pdf
https://docs.google.com/document/d/1VZOCwRnIaaPVrQsjJ39rGEpwTFfh9wqX/edit
https://docs.google.com/document/d/1k8PbDWNoE594AGLeBfvbLAIMtMXnB6ch/edit



https://hscrc.maryland.gov/Documents/global-budgets/2023%20Website%20Update%20Files/Final%20Innovation%20Policy%20v3%20%28002%29.pdf
https://hscrc.maryland.gov/Documents/global-budgets/2023%20Website%20Update%20Files/Final%20Innovation%20Policy%20v3%20%28002%29.pdf













































https://www.miemss.org/home/hospitals/specialty-referral-centers
https://www.cancer.gov/research/infrastructure/cancer-centers/find




The next HSCRC Public Meeting is Wednesday, July 22, 2026.

The meeting originally scheduled for July 8 has been rescheduled to Wednesday, July 22, 2026.
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